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Calendar of Events 


April 7—5:15 P. M.—Special Tech- 
nical Meeting. Subject: Insurance 
Companies Accounting. Location: 
Society’s Office, 15 E. 41st Street, 
New York City. 

April 9—7 :30 P. M.—Special Tech- 
nical Meeting. Subject: Contin- 
gent Liabilities and Commitments. 
Location: Engineering Audito- 
rium, 29 W. 39th Street, New York 
City. 

April 9—Regular Meeting of the 
Board of Directors. 


April 13—7 :30 P. M.—Society Meet- 
ing. Location: Waldorf-Astoria 
Hotel, Lexington Avenue at 49th 
Street, New York City. Subject: 
Wartime Problems of the Profes- 
sion. 


April 16—5 :15 P. M.—Special Tech- 
nical Meeting. Subject: Broker- 
age Accounting. Location: Soci- 
ety’s Office, 15 E. 41st Street, New 
York City. 

April 20—8 P. M.—Special Tax 
Meeting. Subject: Tax Problems 
Regarding Accounting Methods 
and Periods. Location: Engineer- 
ing Auditorium, 29 W. 39th Street, 
New York City. 

April 23—5:15 P. M.—Special Tech- 
nical Meeting. Subject: Auditors’ 
Liability. Location: Society’s Of- 
fice, 15 E. 41st Street, New York 
City. 

April 28—5 :15 P. M.—Special Tech- 
nical Meeting. Subject: Graphic 
Arts and Allied Industries. Loca- 
tion: Society’s Office, 15 E. 41st 
St., New York City. 

April 30—7 :30 P. M.—Special Tech- 
nical Meeting. Subject: Contract- 
ors’ Accounting. Location: En- 
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gineering Auditorium, 29 W. 39th 
Street, New York City. 

May 5—5:15 P. M.—Special Techni- 
cal Meeting. Subject: Investment 
Trusts. Location: Society’s Office, 
15 E. 41st Street, New York City. 

May 7—7 :30 P. M.—Special Techni- 
cal Meeting. Subject: Bankruptcy 
Procedure. Location: Engineer- 
ingaAuditorium, 29 W. 39th Street, 
New York City. 

May 11l—Regular Meeting of the 
Board of Directors. 

May 11—7:30 P. M—Society Meet- 
ing. Location: Waldorf-Astoria 
Hotel, Lexington Avenue at 49th 
Street, New York City. Subject: 
To be announced later. 

May 14—5:15 P. M.—Special Tech- 
nical Meeting. Subject: Budgets 
and Budgetary Control. Location: 
Society’s Office, 15 E. 41st Street, 
New York City. 

May 21—5:15 P. M.—Special Tech- 
nical Meeting. Subject: Retail Ac- 
counting. Location: Society’s Of- 
fice, 15 E. 41st Street, New York 
City. 

May 26—5:15 P. M—Special Tech- 
nical Meeting. Subject: Restau- 
rant Accounting. Location: So- 
ciety’s Office, 15 E. 41st Street, 
New York City. 

May 28—7 :30 P. M.—Special Tech- 
nical Meeting. Subject: Real Es- 
tate Accounting. Location: Soci- 
ety’s Office, 15 E. 41st Street, New 
York City. 


Wartime Problems of the Account- 
ing Profession 


How the accounting profession, 
confronted with a rapidly increasing 
shortage of personnel, which existed 
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to some extent even in pre-war days, 
can meet the vastly expanded re- 
quirements of business the govern- 
mental agencies and also supply 
trained men to the armed services, 
was outlined in Wartime Releases 
2, 3, 4, and 5 which have now been 
sent to the entire membership. 
These Releases were designed to 
clarify the position of accountants 
and the New York State Society in 
making the fullest possible contribu- 
tion to the nation’s all-out war effort 
and contained detailed plans to put 
in operation our wartime program. 
The Society is now registering 
through its Placement Bureau mem- 
bers, and non-members recommended 
by members, for employment in: 


A. Public accounting 


B. Private industry engaged in 


war production 

C. Governmental service as a civilian 
accountant or auditor 

D. Governmental service in the com- 
missioned or enlisted ranks of 
the armed services. 


Members or their clients seeking em- 
ployees should inform the Placement 
Bureau of their needs and every 
effort will be made to refer suitable 
applicants for the position to be 
filled. In line with the above plan, 
the Society wishes to announce that 
it has secured the services of Mr. 
Donald Bellows, who will act as 
Placement Director. 

A plan was suggested for the pool- 
ing and exchange of staff account- 
ants by accounting firms. This plan 
was designed to carry out the work 
of the profession with a minimum 
loss through idle man hours. If a 
member has permanent staff account- 
ants unassigned, he should immediately 
notify the Placement Bureau of the 
Society which will keep a record of 
the number of accountants available, 
length of time available, rating and 
approximate compensation requested 


for their use. The names of such 
staff accountants will not be dis- 
closed and the Society will only act asa 
contact point; all negotiations and 
terms in connection with borrowing 
men will have to be consummated 
between the lender and the borrower, 


The text of a communication from 
committees of the National Associa- 
tion of Cost Accountants and _ the 
American Institute of Accountants 
to the National Headquarters of the 
Selective Service System was re- 
printed in Release No.4. This letter 
described the type of accountants 
essential to the war effort and of 
which it has been demonstrated 
there has been a shortage. Members 
will be promptly notified of any re- 
sponse or action of the government 
on these representations. 

It was suggested by the Special Com- 
muttee on Wartime Problems that many 
accountants who have built up good 
practices will have no one to whom 
they can turn for assistance in taking 
care of their clientele while they are in 
the service. Because of this situa- 
tion, it was thought that the various 
members who do not go into the 
service could cooperate to conserve 
the absent members’ clientele so that 
when they return, they may continue 
as nearly as possible where they left 
off. The Society will assist in this 
matter through its Placement Bureau 
by registering the names of members 
and of firms who stand ready and 
willing to volunteer to care for the 
practice of a member while he is 
away. <All negotiations, arrange- 
ments, terms, or compensation, etc. 
will be confidential between the 
members and may take whatever 
form they choose to agree upon. It 
is suggested that whatever the ar- 
rangement is, it should be reduced to 
written form and should contain a 
standard arbitration clause. If either 
member desires to do so, the Society 
may be notified that an arrangement 
has been made or a copy of the agree- 
ment may be filed with the Society. 
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State Society Activities 


Prize Essay Contest 
The Board of Directors of the So- 
ciety has authorized the Committee on 
Publications to conduct a prize essay 
contest which will be open to mem- 
bers and associate members of the 
Society who are employed on the 
staff of a practicing accountant or 
firm of accountants. Prizes in the 
amount of $200 for first prize and 
$100 for second prize will be awarded 
to those who submit the best essays, 
articles, or papers on any one of the 

four subjects listed below: 


1. Internal Check and Control as Dis- 
tinguished from Internal Auditing. 


2. Auditing Standards 
With particular reference to paper 
of that name by Samuel J. Broad 
published in November, 1941, 


Journal of Accountancy. 


3. The Effect upon Accounting Prac- 
tices and Procedures of Federal 
Laws Enacted Since 1932. 


4. Experience with Extensions of 
Auditing Procedure. 
Practical application and work- 
ability from the point of view of 
the independent certified public 
accountant. 
General Rules 
Papers submitted must not be 


more than 5,000 words in length, 
although no minimum has been set. 


All manuscripts should be typed 
in duplicate on 8% x 11 stationery, 
double or triple space typing. 

The name of the individual sub- 
mitting the paper should not appear 
on same, nor should there be any 
other means of identifying the manu- 
scripts, which should be accom- 
panied by a covering letter giving 
the contestant’s name and address 
and firm connection. 


When submitted to the judges, 
each manuscript will be given a 
key number of identification. 
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Manuscripts should be forwarded 
to the Managing Editor of the New 
York Certified Public Accountant, 
15 East 41st Street, New York City, 
on or before June 1, 1942. 





\wards will be announced as soon 
thereafter as possible. The decision 
of the judges shall be final. 

All papers submitted shall become 
the property of the New York State 
Society of Certified Public Account- 
ants and shall be available for pub- 
lication in the New York Certified 
Public Accountant. The judges re- 
serve the right to reject for prize 
consideration all manuscripts if none 
are submitted which, in their opin- 
ion, are considered worthy of either 
first or second prize. 

Those who intend to enter the con- 
test are requested to notify the 
Society as soon as possible in order 
that the committee in charge may 
estimate the probable number of 
contestants and make necessary ar- 
rangements for the proper review of 
the papers which will be submitted. 


Ninth Annual Outing 

\s the date approaches for the 
forthcoming Annual Outing and 
Tournament of the Society, we wish 
to remind the members that this 
will be held Tuesday, June 2, 1942, 
at the Westchester Country Club, 
Rve, New York. It is hoped that 
a large number will turn out this 
vear, as the program will be a par- 
ticularly good one. 

The tennis tournament and_ in- 
formal golf will be held in the morn- 
ing, following which luncheon will 
be served. The golf tournament will 
start after lunch and the finals of 
the tennis tournament will be de- 
cided in the afternoon. Dinner will 
be served at 7:30 p.m., at which time 
the prizes will be awarded. 

As many members as can come 
are urged to attend this year and 
bring their friends with them. 
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April Society Meeting 

On the evening of April 13, 1942, 
at the Waldorf-Astoria Hotel mem- 
bers of the Society had an oppor- 
tunity to present and discuss those 
wartime problems that they are 
presently confronted with and those 
that they foresee in the future. As 
an introduction, two short talks 
were given: one, on the subject of 
“The Accounting Profession in War” 
by John L. Carey, Secretary of the 
American Institute of Accountants, 
and the other on “Women on the 
Stafi—How and What They Can 
Contribute” by Gertrude Priester, 
former President of the American 
Women’s Society of Certified Pub- 
lic Accountants. The Forum Ses- 
sion followed and many interesting 
comments were made by members 
as to their respective problems at 
this time. The text of the two talks 
given by Mr. Carey and Miss Priester 
will be published shortly in the New 
YorK CERTIFIED PusLic AccouUNT- 
ANT. 


Special Technical Meetings 


reminded of the 
special technical 
meetings which are now being held. 
The list of the April and May meet- 
ings may be found in the Calendar 
of Events in this bulletin. 


Members are 
Spring series of 


New York State Income Tax 
Broadcasts 


In connection with the the filing 
of New York State Income Tax 
Broadcasts, the Public Relations 
Department, in cooperation with the 
Committee on State Taxation, pre- 
pared a series of six 5-minute broad- 
casts on New York State Income 
Taxes which was presented over 
Station WABY in Albany during 
the period of March 24th to April 
10th, 1942. 


Military Service 


Members’ attention is called to 
the following resolution regarding 
the remission of dues of any member 
of this Society entering the armed 
forces, which was passed by the 
Board in September, 1940: 

“Resolved that the Society remit 
the dues for the period of active 
service of any member who enters 
the armed forces of the Nation by 
voluntary enlistment, federalization 
of the national guard, or conscrip- 
tion.” 

It is requested that members so 
enlisted or conscripted kindly com- 
municate directly with the office of 
the Society in order that a record 
may be made of the date of their 
induction, and the branch of serv- 
ice which each member will enter, 
such as Army, Navy, Air Corps, 
Marine Corps, etc. 


United States Defense Savings Bonds Are 
THE BEST INVESTMENT 
in the World Today 
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New Bill for Associations 

A bill providing that every cor- 
poration engaged in commerce, every 
trade association and every labor 
organization engaged in commerce 
or composed of persons “the cessa- 
tion of whose work would affect 
commerce,’ must obtain a certificate 
of “statutory compliance” from the 
regulatory Commission, was intro- 
duced by Senator O’Mahoney on 
April 6th. Certificates would be 
granted only to those organizations 
which complied with the provisions 
of the statute, with heavy penalties. 
Provisions of the statute, which in- 
clude with respect to labor organi- 
zations a requirement that there 
shall be a detailed accounting by in- 
dependent accountants of the funds, 
assets and liabilities, expenditures 
and receipts, of the organization not 
less than once every two years; that 
a report of such accounting shall be 
made public and a copy thereof filed 
with the Commission. The bill pre- 
scribes conditions under which an 
individual may act as director of a 
corporation and places heavy re- 
sponsibility upon directors. It in- 
cludes requirements that trade asso- 
ciations file with the Commission 
full information about their activities. 


Consolidated Earnings 

Consolidated Earnings of a parent 
corporation and its subsidiaries were 
disallowed in settlement of a stock- 
holder’s suit against American Car 
and Foundry Company by the New 
Jersey Chancery Court on April 7th. 
The court ruled that the parent com- 
pany erred in its accounting by omit- 
ting from its earnings dividends re- 
ceived from nine wholly owned sub- 
sidiaries, and consolidating earnings 
of all ten corporations. Preferred 
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stockholders were awarded $773,490 
from 1938 earnings, and a special 
master will determine additional lia- 
bility for 1936. Common-stock divi- 
dends for 1941 were restrained, pend- 
ing settlement of preferred arrearages. 
Review by the Court of Errors and 
Appeals is permitted. 


Accounting for Profits and Benefits 

Accounting for Profits and Bene- 
fits over a ten-year period, ending in 
1938, is required of officers and direc- 
tors of American Metal Company, 
Ltd., by a decision of the New York 
Supreme Court in a stockholders’ 
suit, on March 4th. The court held 
that, by forming Climax Molyb- 
denum Company in 1917, with a 90 
per cent interest reserved for them- 
selves, defendants diverted from 
American Metal a “corporate oppor- 
tunity which belonged to it” and 
violated their fiduciary duty. It 
further ruled that claims for recov- 
ery were prevented by the statute 
of limitations except against a form- 
er director of American Metal, now 
president of Molybdenum, who was 
continuously absent from New York 
State until 1931. 


George F. Brice v. Commissioner 

In George F. Brice v. Commissioner, 
docket No. 105870, decided March 
14, 1942, the U. S. Board of Tax 
Appeals held that the petitioner was 
not entitled to deduct fees paid to 
accountants for services in tax mat- 
ters since he had not shown that 
the tax matters in question were 
connected with his business. He 
was, however, allowed to deduct 
fees paid to accountants for instal- 
lations of an accounting system in 
which to record his transactions 
with corporations of which he was 
an officer and controlling stockholder. 
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Postponement of Annual Meetings 


The suggestion is being made with 
increasing frequency that during the 
war emergency corporations would 
do well to postpone their annual 
meetings. The shortage of personnel 
due to the war is making it more 
difficult to prepare the necessary 
data and reports for stockholders in 
time for the meeting. The concen- 
trated effort which must be ex- 
pended in this direction is likely to 
interfere with other duties and thus 
create a log jam, slowing up the 
delivery of necessary war material. 
The fact that a clerical staff bogged 
down with overwork can interfere 
with orderly production, just as de- 
cisively as a crippled machine or a 
strike of plant workers, is recog- 
nized by accountants perhaps more 
clearly than by others. 

In most instances it is quite a 
simple thing to postpone a corporate 
annual meeting. No change in the 
by-laws is necessary, but simply a 
notice to stockholders that the meet- 
ing to be held at the date prescribed 
in the by-laws will be immediately 
adjourned to a later date. Rules of 
the S.E.C. and the stock exchanges 
relating to information which must 
be sent to stockholders prior to 
meetings can undoubtedly be adapted 
to adjourned meetings. 

Accountants might earn the grati- 
tude of some of their clients by 
suggesting this procedure in 1943 as 
a means of spreading the work. 

_ An editorial appearing in the April, 1942 
issuc of the JOURNAL OF ACCOUNTANCY. 


Mistakes in Preparing Municipal 
Financial Statements 
Here are some of the mistakes 
most commonly made in preparing 
municipal financial statements. Avoid- 
ance of them will promote clarity 
and understanding. 
1. The combining of the assets, 
liabilities, reserves and surpluses 
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of several dissimilar funds into 
one so-called “consolidated” or 
“combined” balance-sheet. 


The “elimination” of inter-fund 
receivables and payables in the 
“total” column of a_ balance- 
sheet showing the assets, liabili- 
ties, reserves and surpluses of 
several funds. 

The combining of available and 
unavailable surplus into one un- 
explained amount. 

The inclusion of fixed assets and 
bonds payable in a_ so-called 
“Capital Fund” and the showing 
of the difference between the 
former and latter as “capital 
surplus.” 

ailure to reduce receivables by 
reserves for uncollectibles. 
Failure to show serial bonds and 
term bonds separately. 

The combining of the receipts 
and expenditures of several dis- 
similar funds into one so-called 
“consolidated” or “combined” 
statement of receipts and ex- 
penditures. 

Failure to distinguish between 
revenue and receipts and_ be- 
tween expenditures and dis- 
bursements. 

Failure to classify receipts and 
expenditures properly. 

The showing of actual receipts 
without showing the budget es- 
timates of receipts. 

The showing of expenditures 
without showing appropriations. 
The showing of items in unuse- 
ful order such as, for example, 
the showing of expenditures in 
alphabetical order when a show- 
ing of them by character and 
object would be more informa- 
tive. 

The showing of items in insuff- 
cient detail such as, for example, 
the showing of expenditures by 
functions without any _break- 
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Professional Comment 


down as to departments, char- 
acter and object. 

The showing of a separate fund 
for each appropriation. 

The exclusion of the fixed assets 
and bonds payable of a utility 


from the fund maintained for 
the utility. 

The exclusion of the sinking 
fund for a utility’s bonds from 
the fund maintained for the 
utility. 


Failure to record depreciation 
of the fixed assets of a utility 
and show same in the balance- 
sheet of the utility fund as a 
deduction from the cost of the 
fixed assets. 

The reporting of debt require- 
ments as an expense and the 
deduction of them from operat- 


19. 


20). 


ing revenue in computing the 
net income of a utility. 

The intermingling of the ac- 
counts of a utility fund with 
those of the general fund and 
the reporting of the affairs of 
the two funds as one. 

Failure to present the balance- 
sheet of a sinking fund in such 
a way that the required reserve 
and surplus or deficit of the 
fund are clearly indicated. 

The showing of utility opera- 
tions on the cash basis. 

The inclusion of long lists or 
statements containing details of 
only routine interest or value. 


From an address entitled “Mistakes Com- 
monly Made in the Preparation of Financial 
Reports of State and Local Governments,” by 
T. Coleman Andrews. 








It is the Patriotic Duty 


of Every American Citizen to: 


GIVE to the Red Cross 
INVEST in Defense Savings Bonds 








1942 


403 








Successful Candidates at New York State 
C.P.A. Examinations, October, 1941 


HE names of all persons who 

passed the October, 1941 ex- 
aminations given by New York State 
to those who would become certified 
public accountants have been re- 
ceived by the Society from the State 
Education Department. 

These successful candidates are 
now eligible for a certificate as a 
C.P.A. provided they have submitted 
satisfactory evidence to the Educa- 
tion Department of the State of good 
moral character and evidence of aca- 
demic and professional qualifications 
for the public practice of account- 
ancy. 

The list is as follows: 

Aberly, William F., 1540 Unionport Rd., 

New York, N. Y. 

Accardi, Mario, 236 Ainslie St., 

Brooklyn, N. Y. 

Ackerson, Chauncey A., 509 Fifth Ave., 

New York, N. Y 
Addison, Adam W. ,2051 St. Raymond Ave., 

Bronx, N. Y. 

Alster, Hyman S., 270 Empire Boulevard, 

Brooklyn, N. Y. 

Altoonian, John, 84- « 108th St., 

Richmond Hill, N. 

Anderson, Crate 139-91 35th St., 

Flushing, N. Y. 

Aron, ig G., 1105 Elder Ave., 
3ronx, N. Y 
Babeuf, Richard B., 25 Hillcrest Ave., 

Cranford, N. J. 

Barash, David B., 510 W. 190th St., 

New York, N. Y. 

Baron, Abraham, 145 Sea Breeze Ave., 

Brooklyn, N. Y. 

Bartz, Emil A., 2024 E. 37th St., 

Brooklyn, N. Y. 

Baurmash, Sidney S., 1735 Davidson Ave., 
New York, N. Y. 

Beck, Harry, 41-26 73rd St., 
Jackson Heights, N. Y. 

Beer, Irving, gs Findlay Ave., 
New York, N. 

Behrens, Henry G. 1515 Lowell Ave. 
New Hyde Park. N. 

Berdon, Matthew A., 620 W. 170th St., 
New York, a 

Berg, Sydney S., 2015 Dorchester Rd., 
Brooklyn, N. y. 

Berman, satan, 1524 Ocean Ave., 
Brooklyn, N. 
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Bernstein, Bernard, 3985 Saxon Ave., 
New York, N. Y. 
Bernstein, Howard, 3280 Rochambeau 
Ave., Bronx, N. Y. 
Bettauer, Arthur, 709 West 176th St., 
New York, N. Y. 
Bier, Joseph A., Jr., 8311 94th St., 
Woodhaven, N. Y. 
Bierce, Thurber H., 103 No. Walnut St., 
East Orange, N. sd 
Birchett, Joseph A., 333 East 43rd St., 
New York, N. Y. 
Blau, Arthur A., 652 Miller Ave., 
Brooklyn, N. Y. 
Blauvelt, Howard W., 88-44 161st St. 
Jamaica, N. Y. 
Bolz, Henry H., 
Rosedale. ib “s 
Borghi, Edward A., 320 8th St., 
Union City, N. J. 
Bosch, Walter H., 51-34 30th Ave., 
Woodside, N. Y. 
Bottger, Frederick H., 140 Redfield Pl, 
Syracuse, N. Y. 
Boyarsky, Jerome, c/o Brown, 204 W. 
108th St. New York, N. Y. 
Brockner, Israel, 3870 Cannon PI1., 
New York, N. Y. 
Brodatz, Isidore, 87 Hawthorne Ave., 
Albany, N. Y. 
Bruneau, Armand L., Jr., 
Brooklyn, N. Y. 
3ueter, Arnold G., 331 E. 83rd St., 
New York, N. Y. 
Burstein, Morris, 350 W. 57th St., 
New York, N.Y. 
Busick, Edward J., 85-21 Lefferts Blvd., 
Richmond Hill, N. Y. 
Butler, Walter S., Jr., c/o E. S. Babbitt, 
538 E. 83rd St., ‘New work, N.Y. 
Campbell, Alfred L., 15 E. 49th Street, 
New York, N. Y. 
Carr, Robert M., 506 Beach 22nd St., 
Far Rockaway, N. Y. 
Chapin, Roberts, 150 E. 39th St., 
New York, N. Y. 
Chernin, Herbert, 1705 45th St., 
3rooklyn, N. Y. 
Cohan, Harry A., 22 W. 75th St., 
New York, N. Y. 
Cohen, Benjamin W., 67 W. 44th St., 
New York, } 
Cohen, iovian, 518 Hendrix St. 
Brookl yn, 
Cohen, Isadore I 121 W. 72nd St., 
New York, N. Y 
Cohen, Morris, 1520 Carroll St., 
Brooklyn, N. Y. 


146-68 Huxley St., 
IN. ¥. 


2 Stratford Rd., 
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Successful Candidates 


Cohen, Morton I., 1066 50th St., 
3rooklyn, N. Y. 

Cohen, Otto, 11 Seaman Ave., 
New York, N. Y. 

Cohen, Philip, 801 E. 10th St., 
Brooklyn, New York. 

Connelly, Wilber S., 4126 Ridge Rd. W., 
Spencerport, N. Y. 

Cooper, Bertram, 157-11 Sanford Ave., 
Flushing, N. Y. 

Cousins, James A., 41-15 50th St., 
Woodside, N. Y. 

Culbertson, Walter E., 52 E. 52nd St., 
New York, N. Y. 

Dahut, Edward, 1733 Union St., 
Brooklyn, N. Y. 

Danzig, joseph, Sala 15th Ave., 
Brooklyn, N. 

Davis, Henry % 9 Cedar St., 
New York, N. 

Davis, Irving, 407 19th Ave., 
Brooklyn, N. Y. 

Demsky, Bernard, 324 Howard Ave., 
Brooklyn, N. Y. 

Denby, Preston H., 
Yonkers, N. Y. 

Denecke, Maxwell, A. Jr., 
Ave., Riveredge, N. J. 

Deutschman, Irving, 2323 Creston Ave., 
Bronx, N. 

Diamond, Samuel B., 666 E. 181st St., 
New York, N. Y. 

Dickman, Simon, 4404 Bedford Ave., 
Brooklyn, N. Y. 

Dickstein, David, 140 Ocean Parkway, 
Brooklyn, N. ¥. 


Sherman Ave., 


264 Voorhis 


Di Stasio, Joseph E., 927 Schenectady Ave., 


Brooklyn, N.Y. 
Drosnin, Edward, 40 Tehama St., 
Brooklyn, N. Y. 

Dunne, John M., 64-72 Alden Ave., 
Glendale, N. Y. 
Duplessis, Edward, 46 Pleasant St., 

Philadelphia, Pa. 
Edmonds, Earl R., 
New York, N.Y. 
Eghert, Herbert S., 252 Deems Ave., 
W. New Brighton, S. I., N. Y. 
Ehrenberg, Norman, 8 Marshall Rd., 
Yonkers,N. Y. 
Ehrenreich, Adele E., 23-63 23rd St., 
Astoria, N. Y. 
Eigen, Samuel Bi 
Lawrence, N. Y. 

Eller, Abraham, 2077 East 12th St., 
Brooklyn, N. Y. 

Elstein, Isaac, 1773 Sterling P1., 
Brooklyn, N. Y. 

Ende, Joseph, 531 Miller Ave., 
Brooklyn, N. Y. 

Engelman, aig og M., 1345 Shakespeare 
Ave., Bronx, N. Y 

Epstein, Harry, 199 Stagg Wk., 
Brooklyn, N. Y. 

Fajans, Harry, 30 Magaw P1., 
New York, N. Y. 


1942 


503 West 173rd St., 


5 Keewayden Rd., 


Farrell, Frank Morgan, 1080 Nelson Ave., 
New York, N. Y. 
Feldhandler, Sidney, 1293 E. New York 
Ave., Brooklyn, N. Y. 
Fenton, Laurence, 25 Lefferts Ave., 
Brooklyn, N. Y. 
Fenton, Sidney J., 
Brooklyn, N. Y. 
Ferber, Bertram, 1694 Davidson Ave., 
Bronx, N. Y. 
Finger, Milton B., 
Brooklyn, N. Y. 
Flaster, Milton, 854 Ocean Ave., 
Brooklyn, N. Y. 
Fleder, Samuel, 289 South First St., 
Brooklyn, N, ¥. 
Flynn, Thomas D., 138-23 78th Ave., 
Kew Gardens Hills, N. Y. 
Forgatsh, Julius, 4901 14th Ave., 
Brooklyn, N. Y. 
Forster, Paul I., 132 Sterling Ave., 
Buffalo, N. Y. 
Fox, William D., 
Bronx, N. Y. 
Frank, Jacob, 1828 Longfellow Ave., 
New York, N. Y. 
Fredricks, Clarence R., 
Queens Village, N. Y. 
Fried, Albert, 2071 E. 35th St., 
Brooklyn, N. Y. 
Fried, Jacob I., 11 W. 42nd St., 
New York, N. Y. 
Friedrich, Charles H., 130 W. 
New York, N. Y. 
Galindos, William, 1454 Grand Concourse, 
Bronx, N. Y. 
Gardener, Robert P., 
New York, N. Y. 
Garrison, Archie, 2069 Nostrand Ave., 
Brooklyn, N. Y. 
Gassner, Walter S., Jr., 30 So. Spruce St., 
West Hempstead, N. Y. 
Geiger, Herman, 288 Madison Ave., 
Albany, N. Y. 
Geist, Joseph L., 482 Snediker Ave., 
Brooklyn, N. Y. 
Gellin, Samuel, 7 e 42nd St., 
New York, N. 
Glaser, Milton, 3467 DeKalb Ave., 
Bronx, N. Y. 
Glasser, Henry, Q. M. Detachment 
Mitchell Field, N. Y. 
Golbin, Philip, 3133 Brighton 7th St., 
Brooklyn, N. Y. 
Goldberger, Irving, 835 Beck St., 
New York, N. Y. 
Goldfine, Locky I., 375 Pulaski St., 
Brooklyn,N. Y. 
Goldman, Melvin, 621-0 Sterling House, 
Larchmont Acres, Larchmont, N. Y. 
Goldstein, Murray, 3115 Brighton 4th St., 
Brooklyn, N. Y. 

Gomberg, Alexander, 121 St. Mark’s PI., 
New York, N. Y. 

Gould, Sidney, 41 Eastern Parkway, 
3rooklyn, N. Y. 


5614 15th Ave., 


1565 Lincoln PL, 


1113 Ward Ave., 


219-15—97th Ave., 


12th St, 


10 West 65th St., 
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Grau, Carrie, 207 E. 5th St., 
New York, Ney. 

Greene, George, 185 Montague St., 
Brooklyn, N. x. 


Greenspan, Bernard, 181 Rockaway Park- 


way, Brooklyn, N. Y. 
Groff, Merlin L., 400 University Ave., 
Rochester, N. Y. 


Grometstein, Israel, 2166 Bronx Park East, 


Bronx, N. Y. 

Grominger, Howard M., 117 Weyford 
Terrace, Garden City, Spe & 

Gross, Lambert J., 437 Stockton PIl., 
Englewood (¢ tiffs ING 


Grufferman, Sidney, 1061 ‘Long ‘fellow Ave., 


New York, N. Y. 

Gunzer, Charles R., 203 Earl St., 
East Williston, N. Y. 

Hallam, Walter V., 32 Summit St., 
Parkridge, N. 

Handy, Seymour, 1273 North Ave., 
New Rochelle, N. Y. 

Harris, Jack, 672 Broadway, 
Brooklyn, N. Y. 

Harrison, Seth, 1923 Hennessy PL., 
Bronx, N. Y. 

Harvey, John L., Jr., 20 Franklin P1., 
Maplewood, N. J. 

Hayflich, Jerome B., 3224 Grand 
Concourse, Bronx, N. Y. 

Henry, Louis J., 324 W. 56th St., 
New York, N. Y 


Herman, Charles, 426 Rockaway Parkway, 


Brooklyn, N. Y. 
Herron, Matthew A., 214 Deerfield Dr., 
Rochester, N. Y. 
Hertz, William A., 85 No. Midland Ave., 
Nyack, N. Y. 
Herzer, Milton, 2056 Davidson Ave., 
Bronx, N. Y. 
Hewson, Joh n be 
New York, N. Y. 
Hill, Frank J., “3001 og td nen 
Parkway, Ne w York, 
Hill, Henry P., 27 i iolet ee 
Floral Park, N. ¥ 
Hinkes, Herman W., 
Little Ferry, N. J. 

Hirsch, Bernard, 1873 Loring Pl, 
New York, N. Y. 

Hirschhorn, Nathan G., 458 Jerome St., 
Brooklyn, N. Y. 

Hirschman, Irving A., 162 Renner Ave., 
Newark, N. J. 

Hoff, Julius J., 351 Marine Ave., 
Brooklyn, N. Y. 

Hofmann, Herbert A., 68-12 Yellowstone 
Blvd., Forest Hills, N. Y. 

Hollinger, Alexander, 2 W. 192nd St., 
Bronx, N. Y. 

Horn, Robert H., 35 Revere Road, 
Manhasset, N. Y. 

Hunold, Fred W., 215 Hart Blvd., 
West New Brighton, S. I., N. Y. 

Jacobs, David H., 1418 E. 34th St., 
Brooklyn, N. Y. 
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2 Rector St., 


104 Woodland Ave., 


Jacobs, Leslie, 5054-43rd St., 
Woodside, N. Y 

Jacobs, Sam, 932 Carroll St., 
Brooklyn, N. Y. 

Johnson, John H., 305 95th St., 
Brooklyn, N. Y, 


Johnson, Leonard E., 4460 Elbertson St., 


Elmhurst, N. Y. 
Kalter, Hyman A., 563 Bradford St., 
Brooklyn, N. Y. 
Kane, Victor, 250 E. 178th St., 
Bronx, N. Y. 
Kaplan, Arthur, 125 Lenox Rd., 
Brooklyn, N. Y. 
Kaplan, David A., 774 Gates Ave., 
Brooklyn, N. Y. 
Karelitz, Solomon S., 971 Kelly St., 
Bronx, .N; ¥. 
Kerger, Leo, 948 Tiffany St., 
New York, N. Y. 
Karkau, Lavern, 161 Keil St., 
North Tonawanda, N. Y. 
Karul, Isadore F., 
Brooklyn, N. Y. 
Kelly, Pilson W., 689 E. 
Brooklyn, N. Y. 
Kerin, George F., 3720 84th St., 
Jackson Heights, N. Y. 
Kerr, Malcolm S., 8812 Elmhurst Ave., 
Elmhurst, N. Y. 
ag orn Joseph, 843 Freeman St., 
Bronx, N. Y. 
Kessler, Harry A., 161 Clarkson Ave., 
Brooklyn, N. 
Kevess, Nathan a , 868 E. 169th St., 
New York, N. Y. 
Kirkman, Alexander S., 1 Hilltop Road, 
Port Washington, N. Y. 
Kirshenbaum, er 2105 Clinton Ave., 
New York, N. Y. 
Klapper, Joseph, 171 Taylor St., 
Brooklyn, N. Y. 
Kleiman, Arnold, 3407 Longfellow Ave., 
Detroit, Mich. 
Kleitman, Edward W., 
Bronx, N. Y. 
Kline, Daniel S., 1184 Cromwell Ave., 
New York, N. Y. 
Knight, Chez — P., Red Hill Road, 
New City, N. 
Kohget, W Pag 4521 Foster Ave., 
Brooklyn, N. Y. 
Kopta, William, 84-48 123rd St., 
Richmond Hill, N. Y. 
Krampf, Leo, 1040 Ward Ave., 
Bronx, N. Y. 
Kreisler, David, 700 Grand Concourse, 
New York, N. Y. 
Kucera, Rudolf 1, 5503 31st Ave., 
Woodside, N. 
La Barbera, el J., 429 Autumn Ave., 
Brooklyn, N. Y. 
Ladd, Hewlett F., 8701 Shore Rd., 
Brooklyn, N. Y. 
Landman, aoe 1818 E. 17th St., 
Brooklyn, N. 


38th St., 


3506 Hull Ave., 
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Successful Candidates 


Lane, Seymour S., 2084 Bronx Park East, 


New York, N. Y. 
Lauter, Milton, 419 Ave. N., 
Brooklyn, N. Y. 
Leftick, Samuel, 1818 79th St., 
Brooklyn, N. Y. 
Lerner, Bert, 347 E. 
New York, N. Y. 
Levene, Norman A., 
New Rochelle, N. Y. 
Leverone, Frank, 1950 E. 
New York, N. Y. 

Levine, David, 1871 Walton Ave., 
New York, N. Y 

Levins, David, 350 Central Park West, 
New York, N. Y. 

Lichtenstein, Abraham, 
Bronx, N. Y. 

Lichter, Sidney, 498 Alabama Ave., 
Brooklyn, N. Y. 

Lieberman, Sidney, 53 W. 8th St., 
New York, N. Y. 

Lipman, Ben, 440 Jackson Ave., 
Bronx, N. Y. 

Lippmann, Albert K., 1306 Ocean Ave., 
Brooklyn, N. Y. 

Lischinsky, Simon, 1443 York Ave., 
New York, N. Y. 


London, David, Inspector 


173rd St., 


Tremont Ave., 


185 E. 162nd St., 


Ft. Benning, Ga. 
Luft, Nathan, 230 E. 
New York, N. Y. 
McCarthy, Frederick J., 3730 93rd St., 

Jackson Heights, N. Y. 
McDonald, William J., 
Brooklyn, N. Y. 
McGlynn, Andrew J., 652 Hale St., 
Prides Crossing, Mass. 
McGill, Frederick J., 8 Fairview PI1., 
Brooklyn, N. Y. 
McHugh, William J., 30-61 
Jackson Heights, N. Y. 
McNamara, J. Arthur, 
Forest Hills, N. Y. 
McNeill, William C., 
Rutherford, N. J. 
Magnusen, H. Edwin, Grove St., 
Cold Spring Harbor, N. Y. 
Maher, Arthur C., 30 W. 71st St., 
New York, N. Y. 
Malin, Stanley S., 
Brooklyn, N. Y. 
Mancher, Harry R., 
Brooklyn, N. Y. 
Mandell, Sidney, 79-19—69th Ave., 
Middle Village, N.Y Y 
Margolis, Jerome S., 
New York, N. Y. 
Mase, Stanley W., 
New York, N. Y. 
Mathews, George E., Jr., 
Montpelier, Vt. 
Matson, George D., 67 Wall St., 
New York, N. Y. 
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173rd’ St., 


86th St., 


888 Montgomery St., 


15h Java. St, 


290 6th Ave., 


10 Hemingway Ave., 


General Office 
Headquarters Co.,4th Motorized Div., 


8801 Colonial Rd., 


114-06 Queens Blvd., 


447 Stuyvesant Ave., 


2351 Matthews Ave., 


41 Hubbard St., 


Matthews, Robert A., 48-22 41st St., 

Matthies, Robert W., 90 W. Gouverneur St., 
Rutherford, N. J. 

Mayberry, Kenneth T., 307 W. 
New York, N. Y. 
Meisner, Samuel, 1059 58th Street, 
Brooklyn, N. Y. 
Messinger, Harry L., 
Brooklyn, N. Y. 
Metzleur, B. Franklin, 
New York, N. Y. 
Meyer, Stanley H., 
Brooklyn, N. Y. 
Michaels, Melvin A., 255 Cabrini Blvd., 
New York, N. Y. 

Miller, Eugene R., 8543 104th St., 
Richmond Hill, N. Y. 

Miller, Henry J., 1438 Ocean Ave., 
Brooklyn, N. Y. 

Miller, Robert. M.,, 
New York, 

Millman, Secs. 2166 Bronx Park East, 
New York, N. Y. 

Miniman, Arthur, 940 Sutter Ave., 

3rooklyn, N.Y. 

Mischna, Herman, 1719 Quentin Road, 
Brooklyn, N. Y. 
Mitchell, James P., 
New York, N. Y. 
Mitchell, Thomas E., Jr., 7002 Ridge Blvd., 

Brooklyn, N. Y. 
Murphy, Edmond G., 
Brooklyn, N. Y. 
Murray, Valentine G., 
Brooklyn, N. Y. 
Nash, Herbert A., 

New York, N. Y. 
Nathanson, Isidore I., 595 E. 
New York, N. Y. 
Nestel, Lawrence I., 426 Rockaway 
Parkway, 3rooklyn, N. ¥: 
Newman, Jack, 8721 87th St., 
Woodhaven, N. Y 
O’Brien, Michael J., 
Elmhurst, N. Y. 
Oliver, Herbert, 276 Wellington Rd., 
Buffalo, N. Y. 
Olsen, Karl C., 138-47 230th PI1., 
Rosedale, N. Y. 
Oppenheimer, Daniel, 2217 Birdsall 
Far Rockaway, *" Y. 
O'Rourke, Andrew ° 
New York, N. Y. 
Parkinson, Morris E., 
White Plains, N. Y. 
P: ag son, Arthur W., 
, Elizabeth, N. J. 
Penn, Martin, 414 E, 
3rooklyn, N. Y. 
Philips, Alvin L., 
Brooklyn, N. Y. 
Pickard, Arthur S., 60 St. 
Monticello, N.Y. 
Plager, Moses, 1562 Unionport Rd., 
Bronx, N. Y. 


106th St., 


140 E, 2nd St., 
140 E. 52nd St., 


1754 E. 7th St., 


667 W. 16l1st St., 


337 E. 42nd St., 
1322 E. 28th St. 
432 First St., 
1674 Macombs Road, 


170th St., 


86-30 St. James Ave., 


Ave., 

, 496 W. 136th St., 
3-5 Franklin Ave., 
III, 316 Pennington 

94th St., 

140 Clarkson Ave., 


John St., 
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Plavin, Samuel W., 1535 Undercliff Ave., 
Bronx, N. Y. 

Pollack, Edward, 168 Rutledge St., 
Brooklyn, N. Y. 

Prager, Max, 189 E. 34th St., 
Brooklyn, N. Y. 

Puryear, Robert L., 9041 54th Ave., 
Elmhurst, N. Y. 

Radcliffe, Wm. H., Jr., 
Brooklyn, N. Y. 

Ranhand, Samuel, 
OS oe eg 

Rauneker, George J., 8306 Victor Ave., 
Elmhurst, N. Y. 

Regenbaum, W illiam, 1972 Walton Ave., 
New York, N. Y 
Reichert, Arthur P., 
New York, N. y. 
Reinhard, E. Saunders, 37-36 88th St., 

Jackson Heights, N.Y 
Resnick, Barnett, 2044 E. 13th St., 
Brooklyn, N. Y. 
Ress, Warren L., 
Hoboken, N. J. 
Rhodes, Archie G., 145 Kensington Dr., 
Utica, N. Y 
Rick, Mark A., 323 W. 23rd St., 
New York, N. Y. 
Rindner, eng ge 2179 Valentine Ave., 
New York, N. ¥ 
Ritterman, Sidney, 428 E. 40th St., 
Brooklyn, N. Y. 
Roberts, Seymour, 2533 Aqueduct Ave., 
Bronx, N. Y. 
Robinowitz, Sidney, 518 E. 
Brooklyn, N. Y. 
Rochester, Abraham L., 1938 E. 
Tremont St., 
New York, N. Y. 
Rodbart, Nathan H., 110 E. 42nd St., 
New York, N. Y. 
Rosen, Abraham, 5501 14th Ave., 
Brooklyn, N. Y. 
noes nbaum, Morris, 2200 Morris Ave., 
Bronx, N. Y. 
Rosenberg, L ouis H., 76 Ave. ¢ 
New York, N. Y. 
Rosenberg, Nathan, 2115 Washington 
Ave., New York, N. Y. 
Rosenthal, Arthur, 1872 76th St., 
Brooklyn, N. Y. 
Rosenzweig, Maxwell, 707 Linwood St., 
Brooklyn, .N. Y. 
Rothman, David, 671 Manido St., 
Bronx, N. Y. 
Rubenstein, Arthur P., 79 E. 94th St., 
Brooklyn, N. Y. 
Rubin, Albert H., 1325 Grant Ave., 
Bronx, N. Y. 
Rubin, B. Norman, 360 New Jersey Ave.. 
Brooklyn, N. Y. 
Rubin, Bernard, 280 Christopher Ave., 
3rooklyn, N. Y. 
Russ, Alexander, 3530 81st St., 
Jackson Heights, N. Y. 
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31-56 32nd St., 


307 E. 79th St:, 


1035 Park Ave., 


Third St., 


308 Jefferson Ave., 


Salinger, Paul, 2350 63rd St., 
Brooklyn, N.Y. 

Samet, Daniel E., 100 Avenue P, 
Brooklyn, N. Y 

Sanders, Murray, 2259 Creston Ave., 
New York, N. Y. 

Saravay, Jacob, 191 E. 17th St., 
Brooklyn, N. Y. 

Satenberg, David, 2425 Gates Pl., 
New York, N. Y. 

Schildkraut, Nathan, 70 Remsen St., 
Brooklyn, N. Y. 

Schlefer, Louis, 1149 E. 12th St., 
Brooklyn, N. Y. 

Schloss, Leo, 202 Ave. F, 
Brooklyn, N. Y. 

Schmideberg, Norman, 10 Overlook Terr., 
New York, N. Y. 

Schneider, J. George, 66 Pearl St., 
Port Chester, N. 
Schneider, Leon, 557 
New York, N..Y. 
Schneider, Saul, 1460 Vyse Ave., 
New York, N. Y 

Schoen, Milton, 1585 E. 14th St., 
Brooklyn, IN 

Schorr, Samuel L., 
Brooklyn, N. Y. 

Schovaers, Gaston E 
New York, N. Y. 

Schrieber, Jack H., 8747 Bay Parkway, 
Brooklyn, N. Y. 

Schutt, Edward A., 532 
Buffalo, N. Y. 

Schwartz, Herbert L., 104 W. 174th St., 
New York, N. Y. 

Schweig, Edwin S., 51 Chambers St., 
New York, N. Y. 

Segal, Joseph, 621 Lefferts Ave., 
Brooklyn, N. Y. 

Shapiro, Milton, 2406 Avenue L, 
Brooklyn, N. Y. 

Shefuga, Herbert, 189 Nepperhan Ave., 
Yonkers, N. Y. 

Sher, Philip H., 115 Park Ave., 
Englewood, N. is 

Sherman, George, 104 Highland Ave., 
Yonkers, N. Y. 

Sherritt, Lawrence W., 720 Ft. Washing- 
ton Ave., New York, N. Y. 

Shore, Abraham A., 341 Ninth Ave., 
New York, N. Y. 

Silber, Gene R., 1009 87th St., 
North Bergen, Nook: 

Silver, Martin, 1767 Davidson Ave., 
New York, N. Y. 

Singer, Gilbert, 2675 Valentine Ave., 
New York. N. Y. 

Singer, Nathan I., 395 Ocean Ave., 
Brooklyn, N. Y. 

Sklover, Joseph, 1079 E. 16th St., 
Brooklyn, N. Y. 

Sohmer, Leonard, 2228 FE. 19th St., 
3rooklyn, N. Y. 

Spilky, Leon, 51 aati St:, 
New York, N. 


E. 169th St., 


1781 79th St., 


.. 44 Pinehurst Ave., 


Winspear Ave., 
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Successful Candidates 


Stein, Herbert J., 175 Riverside Drive, 
New York, N. Y. 

Sternfeld, Max, 1672 Davidson Ave., 
Bronx, N. Y. 

Sufrin, Oscar, 108 Front St., 
New York, N. Y. 

Swedlow. Morris, 1783 Fulton Ave., 
New York, N. Y. 

Teich, George R., 878 E. 176th St., 
NewYork, N. Y. 

Tenenbaum, Meyer A., 
Brooklyn, N. Y. 

Terranova, Peter S., 2191 E. 5th St., 
Brooklyn, N. Y. 

Tessler, Herman, 1151 Brighton Beach 
Ave., Brooklyn, N. Y 


28 Schenck Ave., 


Thompson, John J., 170-15 Highland Ave., 


Jamaica, N. Y. 

Toledo, Jack S., 117 Rockwood St., 
Prevx, N. Y. 

Tomasik, Anthony S., 934 Lorimer St., 
Brooklyn, N. Y. 

Torrey, J. Howard, 26 Wallace St., 
Rockville Centre, N. Y. 

Traum, Morris, 457 Schenectady Ave., 
Brooklyn, N. Y. 


Trunk, Vincent E., 9278 Springfield Blvd., 


Queens Village, N. Y. 

Tucker, Philip, 909 Kelly St., 
New York, N. Y. 

Turoif, Jacob, 5001 10th Ave., 
Brooklyn, N. Y. 

Urbach, Sidney, 111 E. 167th St., 
New York, N. Y. 

Vandroff, Benjamin, 242 Drake Ave.. 
New Rochelle, N. Y. 

Vollmer, Edward C., 202 Elliott St., 
Syracuse, N. Y. 

Wallace, Henry A., 610 W. 143rd St., 
New York, N. Y. 

Wallace, Ralph L. 
Astoria, N. Y. 

Warren, Leicester, 540 W. 123rd St., 
New York, N. Y. 

Weed, William, Jr., 147 North Bway., 
White Plains, N. Y. 

Weinstein, Arthur, 147-16 33rd Ave., 
Flushing, N. Y. 


P., 31-74 29th St., 


Weinstein, Simon B., 250 Ocean Pkway., 


Brooklyn, N. Y. 
Weiss, Joseph L., 
Brooklyn, ING Xs 


1570 E. 14th St., 
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Weiss, Seymour S., 106 Ross St., 


Brooklyn, N. Y. 


Welish, Aaron, 75 Ocean Ave., 


Brooklyn, N. Y. 


Werfel, William, 36 Olive PI, 


Lynbrook, N. Y. 

Wetherell, Samuel L., 34-44 82nd St., 
jackson Heights, N. Y. 

Whitfield, John E., 60 Paine Ave., 
New Rochelle, N. Y. 

Wiegard, Bernard, 590 Madison Ave., 
New York, N. Y. 

Wiener, Arthur W., 55-09 Woodside Ave., 
Queens, N.Y. 

Wiener, Robert A., 9750 Queens Blvyd., 
Forest Hills, N. Y. 

Wilder, Maurice A., Jr., 261 Melville St., 
Rochester, N. Y. 

Williams, Harold E., 40-15 Hampton St., 
Elmhurst, N. Y. 

Wise, Melvin S., 320 Eastern Parkway, 
Brooklyn, N. Y. 

Witaskin, Sidney, 646 Argyle Rd., 
Brooklyn, N. Y. 

Wolfman, Philip, 784 Troy Ave., 
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Answers to Questions Presented by 


The New York Chapter of the Robert Morris Associates 


Answered by the 


Committee on Cooperation with Bankers 
of 


The New York State Society 
of Certified Public Accountants 


Ata Joint Meeting February 17, 1942 


INTRODUCTION 


Hix Committee on Cooperation with Bankers of The New York State 

Society of Certified Public Accountants attended a dinner meeting of 
the Robert Morris Associates on February 17, 1942 at the Harvard Club, 
New York City, to discuss generally numerous questions submitted by that 
association. The Society’s Committee informed the members of the Asso- 
ciates who were present that the meeting was purely informal and that the 
comments to be made by the Committee were not to be considered as official 
pronouncements. The Committee had grouped and distributed the ques- 
tions to sub-committees as follows: 


A. 


LD. 
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Contents of financial statements and of independent auditors’ 
reports thereon, war reserves and the accounting treatment of tax 
anticipation notes (Questions | to 13). 
Answered by: Patrick W. R. Grover 
FEeLtx G. LANGER 
Warren VW. NISSLEY 
NorMAN FE. WEBSTER 


\War Contracts (Questions 17 to 21). 


Answered by: G. CHARLES HurpMAN 
NorMAN J. LENHART 
ANDREW STEWART 


Inventory problems with particular reference to the last-in, first-out 
method of ascertaining cost (Questions 22 to 33). 
Answered by: JosEpH J. KLEIN 
EDWARD A. KRACKE 
Victor H. SteEMPF 
Commitments and miscellaneous questions (Questions 14 to 16 and 
34 to 42). 
Answered by: FRANKLIN C. ELLIs 
S1mon LoeB 
J. S. SeipMANn 
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Answers to Questions 


The sub-committees had prepared, in advance of the meeting, certain 
written preliminary statements as well as comments on the questions sub- 
mitted which covered the highlights of the points raised by the questions. 
These original statements and comments, which were further amplified and 
limited during the open discussion at the meeting follow: 


A 


Contents of Financial Statements 
and of Independent Auditors’ 
Reports Thereon 


Preliminary Statement 


Several of the inquiries which have 
been submitted to us are related to 
the contents of financial statements 
and of auditors’ reports. This sub- 
ject has been discussed frequently 
in the past by bank credit men, other 
credit grantors, and by accountants, 
hut it seems appropriate to open the 
discussion this evening by a refer- 
ence to the inherent limitations of 
financial statements and to comment 
briefly on auditors’ reports thereon. 


Contents of Financial Statements 

The Balance Sheet, Income State- 
ment and Surplus Statement repre- 
sent the best means yet devised 
whereby the results of many thou- 
sands, hundreds of thousands or 
millions of individual business trans- 
actions of an organization may be 
summarized so that they may be 
reasonably comprehended. But it 
must be emphasized that these state- 
ments cannot in practice reflect some 
of these transactions with exactness 
or finality or in a manner which will 
meet all needs of all readers. 

The ultimate financial significance 
of some transactions or events which 
have already occurred cannot be de- 
termined until some time in the 
future, and some transactions or 
events which affect the present will 
not actually occur until the future. 
The principal difficulty in preparing 
financial statements is to estimate 
the effect on current statements of 
such transactions and events. This 
difficulty is well stated in Account- 
ing Research Bulletin No. 13 of the 
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Accountants 
“While 


American Institute of 
in the following language: 
many items in financial statements 
are determinable with substantial 
accuracy, others involve estimate or 
approximation and require the exer- 
cise of informed judgments with a 
comparatively wide range of rea- 
sonableness. There is increasing 
recognition of the fact that the sig- 
nificance of periodic financial state- 
ments is limited accordingly. The 
tentative character of such _ state- 
ments is accentuated under war con- 
ditions because of the change in 
methods of doing business and be- 
cause accounting measurements are 
largely dependent on the course and 
duration of the war.” 

The same form and degree of 
summarization cannot meet all of 
the requirements of all of those who 
use financial statements because some 
of these statements, — notably the 
so-called published reports, — are 
made available to all the world, in- 
cluding all forms of competitive and 
antagonistic interests. Managements 
naturally feel that there is a limit to 
the amount of detailed information 
about their business which can be 
made thus available to the world if 
they are able to continue to operate 
successfully. 

In preparing summary financial 
statements for public distribution, 
sufficient detail should be given to 
present fairly an overall picture of 
the financial position and of the op- 
erating results. Any close question 
as to whether any particular data 
needs to be disclosed in detail to 
present such a picture would ordi- 
narily be decided in favor of dis- 
closure. 

In addition to the foregoing type 
of overall financial statements, prac- 
tically any kind of financial infor- 
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mation about the past history of a 
business can be shown in supple- 
mentary financial statements by sum- 
marizing the transactions in suff- 
cient detail. Such supplementary 
statements can be prepared and de- 
livered in confidence to those who 
are entitled to them. But the man- 
agement must decide upon the ex- 
tent of such supplementary infor- 
mation which is to be supplied to 
credit grantors or others. In this 
connection, it should be noted that 
on many engagements, the auditor 
prepares a long form narrative re- 
port which usually contains supple- 
mentary financial statements in con- 
siderable detail. These are delivered 
to the management for such use as 
it wishes to make of them and they 
may be available to the credit man 
on request since, he would receive 
them in confidence. Many manage- 
ments also prepare a forecast of 
future operations which it should 
also be possible for the credit man 
to obtain in confidence. 


The credit man has, perhaps, a 
special problem with respect to com- 
mercial paper which is purchased in 
the open market because the issuer 
of the paper is not his direct cus- 
tomer. This problem is similar to 
that of a large investor or an invest- 
ment counselor with respect to the 
securities of the same company. Un- 
less it is possible to arrange to ob- 
tain additional data on a confidential 
basis, it is necessary to get along 
with the essential or minimum in- 
formation contained in published re- 
ports, and, as stated herein, such 
information must be summarized in 
such a manner that it will not supply 
an unfair advantage to an adverse 
interest. In connection with this 
matter, it is pertinent to state that 
it is unethical for an independent 
accountant to give out any infor- 
mation amplifying any statement or 
report published over his name with- 
out first obtaining the permission of 
the client even though the request 
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is from a stockholder and the ac- 
countants’ report is addressed to the 
stockholders. This rule is necessary 
because otherwise a competitor might 
obtain information to which he is 
not entitled for the few dollars nec- 
essary to acquire one share of stock. 


Report of Independent Auditor 

The “short form” of report, which 
is widely used on financial state- 
ments distributed to the public, con- 
tains a summary statement of what 
the auditor has done and also his 
opinion as to the fairness of the 
representations made by manage- 
ment in the financial statements. If 
the wording suggested by the American 
Institute of Accountants is used 
without change or qualification, it 
is contemplated that the auditor will 
be satisfied that his examination was 
in conformity with the procedures 
and practices outlined in “Examina- 
tion of: Financial Statements,” a 
bulletin published by the American 
Institute of Accountants in January 
1936 or in any subsequent revision 
thereof (see bulletin No. 1 of Com- 
mittee on Auditing Procedure ap- 
proved at the annual meeting Sep- 
tember 19, 1939). 

The general public and the regula- 
tory bodies appear to be satisfied 
with the short form of report. The 
auditor is so jealous of his good 
name that he will do everything 
necessary to enable him to express 
a sound opinion. Most readers want 
the fewest words possible in the 
auditor’s report as long as it con- 
tains a clear cut opinion from the 
auditor. 

But there have been complaints 
about the short form of certificate 
from credit men including some 
from the banks. These complaints 
may be summarized by saying that 
the complainants desire to be told, 
in more or less detail, the auditing 
procedures which were used in the 
particular case, presumably so that 
they can audit the auditor. The 
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Answers 


ordinary reader,—to whom the vast 
majority of short form reports go,— 
would only be confused by such de- 
tailed reports from auditors and 
many experienced readers would 
rather have the auditor say he did 
everything he thought necessary 
than have him say in detail what 
he did. Those who want to know 
what he did should obtain the de- 
tailed report which ordinarily states 
the major auditing procedures. If 
it does not, the auditor, on request 
and with the consent of his client, 
will always be glad to supply a full 
statement of his audit procedures. 


Questions and Answers 


Question No. 1: To what extent 
do accountants receive and respond 
to inquiries from credit grantors in 
respect to a client’s business and fi- 
nancial position? How do account- 
ants consider such inquiries? To 
what extent are clients responsible 
for information thus given by ac- 


countants f 


Answer: It is believed that rela- 
tively few inquiries are received di- 
rectly from bank credit men with 
respect to a client’s financial affairs. 
However, it is the general practice 
of accountants never to disclose in- 
formation about their client’s affairs 
without the client’s express permis- 
sion, a procedure which is_ well- 
known to the banks, and, if such an 
inquiry is made, the bank must ex- 
pect the accountant to ask such per- 
mission from the client. 

Unless any information given di- 
rectly by an accountant to a credit 
grantor were confirmed by the client, 
it is difficult to see how the client 
could legally be responsible for such 
information. For this reason it would 
be desirable for the credit man to 
receive the information by way of 
the client. 


. $. ; 
Question No. 2: Over a period of 
years it has been noticed that audi- 
tors are not consistent in their cer- 
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to Questions 


tificates, particularly when it comes 
to “the opinion” in the closing para- 
graph. Many accountants will say 
in general what their examination 
consists of, but then fail to close 
with the usual opinion. When this 
is omitted, is that a reservation in 
any way? If not, then why shouldn’t 
it become a regular practice for 
all accountants to definitely express 
the usual opinion? 


Answer: The following statement 
by the American Institute’s commit- 
tee will be found on page 5 of Ex- 
tensions of Auditing Procedure: 

“The independent certified pub- 
lic accountant should not express 
the opinion that financial state- 
ments present fairly the position 
of the company and the results of 
its operations, in conformity with 
generally accepted accounting princi- 
ples, when his exceptions are such 
as to negative the opinion, or 
when the examination has been 
less in scope than he considers 
necessary. In such circumstances, 
the independent certified public 
accountant should limit his report 
to a statement of his findings and, 
if appropriate, his reasons for 
omitting an expression of opinion.” 


It should be noted, however, that 
while the failure to express an opin- 
ion in a “short form” report would 
almost invariably result from the 
foregoing rule, the absence of an 
opinion in a detailed report does 
not necessarily mean that the opin- 
ion was omitted for that reason. It 
is not the practice of all account- 
ants to include the “opinion” para- 
graph in their long form reports 
unless they know the report is going 
to someone who wishes it. 


Question No. 3: I have occasion- 
ally seen an audit report which gave 
a description of the seasonal opera- 
tions of the business under review, 
and I think that if accountants could 
more generally include such infor- 
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mation in their reports, they would 
render additional services to their 
clients by making it possible for 
credit grantors to more correctly 
interpret the financial statement. 


Answer: In an annual report, 
particularly one for public distribu- 
tion, such information as to seasonal 
operations is not usually supplied. 
If, however, the credit grantor wants 
this information in any particular 
case, and obtains the consent of his 
customer, accountants will be very 
glad to supply it. 


Question No. 4: In the case of 
companies whose business consists 
principally of the handling of com- 
modities for which there is a broad 
market, such as cotton, would it not 
be advisable for accountants to dis- 
close the details of the commodity 
position and perhaps even the com- 
pany’s policy with respect to such 
position? Certainly, in some in- 
stances at least, this information is 
more revealing to the credit man 
than is the balance sheet itself. 


Answer: The meaning of this 
question is not clear. If it refers to 
a manufacturer who uses the com- 
modities as a raw material, the letter 
addressed by the New York Stock 
Exchange to the presidents of cor- 
porations with securities listed there- 
on under date of January 14, 1938 
would appear to be pertinent. This 
letter says in part— 


“cc 


Each corporation should clearly 
advise its stockholders whether, 
as an incident to the conduct of 
its business, the corporation does 
or may enter into future commit- 
ments for the purchase and sale 
of commodities (such as rubber, 
cotton, wool, sugar, wheat, etc.) 
to such an extent that the amount 
of its commitments outstanding 
is Or may at any time become a 
material fact in the corporation’s 
position. * * If, after having 
once made a statement on this 
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subject, there should be a change 
of practice, that fact should be 
indicated in the annual report next 
following such change.” 


The letter further states that if 
as at the end of any fiscal year, there 
is a material loss in the purchase 
commitments on the basis of cur- 
rent market prices, the amount of 
such loss should be disclosed. 

The letter then goes on to say— 

“The Committee recognizes and 

draws attention to the fact that 
the existence of commitments in 
large volume may, in a time of 
widely fluctuating prices, be a 
fact of material importance in the 
financial position of a corporation, 
even though at the date of the 
balance sheet market prices may 
be equal to or greater than com- 
mitment prices. It feels, however, 
that information on this point is 
not within the scope of the bal- 
ance sheet or the accounts rela- 
tive thereto, and that the question 
whether it should be given, and 
if so, how, forms a part of the 
general problem of supplementing 
annual accounts with other infor- 
mation bearing upon the position 
or prospects of the corporation, 
which must be dealt with by cor- 
porate executives in accordance 
with the circumstances of the par- 
ticular case.” 


The foregoing letter expresses the 
position of the independent account- 
ant. 


Question No. 5: Why do some 
auditors set forth what the sinking 
fund requirements of bonds and pre- 
ferred stock are, without indicating 
whether or not the sinking fund 
requirements are up-to-date? 


Question No. 6: Do auditors cus- 
tomarily review indentures in con- 
nection, with outstanding funded debt 
when examining a company’s books? 
If so, would it not be proper to in- 
clude some statement in the certifi- 
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Answers to Questions 


cate to that effect, as well as to the 
effect that no defaults in provisions 
were evident? 


Question No. 7: Where a com- 
pany has term obligations covered 
by a formal agreement or indenture 
providing for minimum working 
capital and ratio requirements, etc., 
should not the auditor indicate in 
his detailed report the result of his 
interpretation of these provisions as 
of statement date? 

Answer to questions 5, 6 and 7: 
Auditors should review the Inden- 
ture together with any other appli- 
cable agreements. If an auditor 
finds that Sinking Fund require- 
ments have not been met, he should 
so state. In the absence of a con- 
trary statement, the implication is 
that all requirements have been met. 
It is not considered necessary to 
refer to defaults unless they exist. 


Question No. 8: What is the 
theory behind carrying certain pre- 
paid assets as current assets? From 
a credit analyst point of view, would 


such items be classed as current 
assets fr 

Answer: There are theoretical 
arguments for including prepaid 
amounts in current assets. How- 


ever a credit man, who is primarily 
interested in the “pouncing value,” 
would undoubtedly wish to exclude 
any such items except those which 
have realizable value if cancelled, 
and then only to the extent of such 
realizable value. 


Question No. 9: In a recent ar- 
ticle in the bulletin of the Robert 
Morris Associates, a writer recom- 
mended that tax anticipation notes 
be shown as a deduction from the 
provision for Federal income taxes. 
What do you think of this recom- 
mendation ? 


Question No. 10: Should tax an- 
ticipation notes be shown as a de- 
duction from reserve for taxes? 
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Answer to questions 9 and 10: 
These questions are discussed in 
Accounting Research Bulletin No. 
14 issued by the American Institute 
of Accountants. The summary state- 
ment therein is as follows: 


“(1) The usual procedure of show- 


ing the notes in the current 
asset section of the balance 


sheet is obviously proper, and 
especially should they be so 
shown if, at the date of the 
balance sheet, or at the date 
of the report of the independ- 
ent auditor, there is evidence 
of intent to use the notes for 
other purposes or if such pres- 
entation is required under ac- 
counting definitions of appli- 
cable bond indentures or pre- 
ferred stock agreements. 

Since the tax notes were pre- 
sumably purchased with the in- 
tent that they be used for the 
payment of federal income and 
excess profits taxes, it is also 
good accounting practice that 
they be shown as a deduction 
from the accrued liability for 
such taxes in the current lia- 
bility section of the balance 
sheet. The full amount of the 
accrued liability should be shown, 
and the tax notes should be 
deducted therefrom in an amount 
equal to their tax payment value 
at the balance-sheet date.” 


Question No. 11: In the event a 
contingency reserve for extraordi- 
nary post-war losses and costs is 
established at the close of 1941, is 
it equitable to charge the 1941 earn- 
ings for the full amount of the pro- 
vision, or should not accumulated 
earnings—i.e., surplus—be charged 
with a portion of this, particularly 
since a number of companies have 
been realizing unusual earnings from 
defense work since early 1940? 

Should such a reserve be con- 
sidered part of a company’s net 
worth? 
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Question No. 12: Should there be 
more realism with respect to con- 
tingency reserves?’ At least some- 
thing might be done to reduce the 
degree of quandary in which the 
credit man is usually placed because 
of lack of knowledge as to the real 
purpose of such a reserve. If the 
nature of the contingency is known, 
why not state it? 


Question No. 13: While it is 
understood the Government will not 
allow special reserves for losses (that 
may result from the war, such as 
subsequent price drops) to be set 
up out of P. & L. for tax purpose, 
would it not be well, in reporting 
earnings to stockholders, to show 
such a deduction for conservative 


purposes: 


Answer to questions 11, 12 and 13: 
Accounting Research Bulletin No. 
13 issued by the American Institute 
of Accountants states in part that— 
“Where reserves are created for 
possible war costs and losses the 
amount of which is not presently 
determinable * * * the committee 
suggests that the provision be shown 
in the income statement as a deduc- 
tion from the income for the period 
computed on the usual basis. * * * 
When costs and losses of this nature 
are later determined they should be 
brought into the income statement; 
but it is desirable that this should 
be done in such a way as not to 
obscure the results for the period 
then current. Where reserves (of 
this kind) are relatively large, it 
may be undesirable to use the term 
‘net’ income in relation to any figure 
in the income statement.” 

As is stated in the bulletin, the 
proper treatment of indefinite costs 
applicable to the war period, but, 
which are either very indefinite in 
amount or for which the amount 
applicable to any one year is indefi- 
nite due to the uncertain length of 
the war, presents “in acute form the 
problem of reconciling two basic 
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accounting objectives: first, that of 
bringing charges as nearly as may 
be into the same accounting period 
as the revenue against which they 
are fairly applicable, and secondly, 
that of basing accounting entries as 
far as possible on objective evidence 
or on estimates of a reasonably de- 
finitive character.” 

A reserve of this type should not 
be considered part of the company’s 
net worth for credit purposes. A 
credit man should consider that if 
the management sets up such a re- 
serve, there is probably some reason 
why it is necessary. It would be 
desirable, of course, to set forth all 
of the considerations why the re- 
serve had been set up and how the 
amount had been arrived at, but this 
is frequently not practicable. It 
should present the best judgment of 
the management after considering 
all the relative facts. But these facts 
are frequently of the complicated 
and indefinite sort which cannot 
readily be set forth concisely. 


B 
War Contracts 
Preliminary Statement 

In any discussion of defense con- 
tracts, it is necessary to specify the 
exact type of contract that is under 
consideration. The following is a 
summary of the more important gen- 
eral types of contracts in use, with 
a short description of their more 
important provisions: 


For Procurement of Construction 
and Supplies: 

(a) Cost-plus-a-fixed-fee contract. 

(b) Lump-sum or fixed-price con- 
tract. 

Under a cost-plus-a-fixed-fee con- 
tract, the contractor is paid a fee 
which is limited by law to 7% of the 
estimated cost and in addition is 
reimbursed for his costs, the nature 
of the items to be reimbursed being 
generally specified in the contract. 
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Answers to Questions 


Contracts on a cost-plus-a-percent- 
age basis, which was the common 
form during the last war, are pro- 
hibited by law. 

Under the lump-sum or fixed- 
price form of contract, the Govern- 
ment agrees to pay either a lump 
sum or a fixed price per unit. Fre- 
quently there is a provision for an 
advance payment which by law may 
amount to 30% of the contract price. 
In other cases, payments are pro- 
vided for on a progressive scale as 
units are delivered, and if advances 
have been made they are deducted 
ratably from the payments made 
against partial deliveries. 


Emergency Plant Facilities 
Contract: 

This is a form of contract between 
a Government department and an 
industrial corporation, under which 
the corporation agrees to construct 
a plant for defense purposes and the 
Government agrees to reimburse the 
contractor in sixty monthly install- 
ments beginning one month after 
the facilities have been completed 
and accepted by the Government. 
The obligation of the Government is 
contingent upon its acceptance of 
the property to be evidenced by a 
formal acknowledgment of accept- 
ance. The costs are to be audited 
by independent public accountants 
and a certificate as to the cost is to 
be furnished by them. There are 
several minor variations in certain of 
the contracts, among which is fre- 
quently found an option to the cor- 
poration to purchase the facilities. 

Construction of such facilities is 
usually financed by bank loans as 
security for which the E.P.F. con- 
tract is assigned to the lender. 


Defense Plant Corporation 
Contract: 

Defense Plant Corporation is a 
subsidiary of Reconstruction Finance 
Corporation. In cases where an in- 
dustrial corporation does not wish to 
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undertake the financing of a defense 
plant project, Defense Plant Corpo- 
ration will usuallv agree to finance 
the construction and frequently to 
furnish all necessary equipment, 
office furniture, etc. The Govern- 
ment department which requests 
Defense Plant Corporation to under- 
take such a contract usually gives a 
“take-out” letter to Defense Plant 
Corporation, under which the Gov- 
ernment agrees to reimburse one- 
third of the cost within approxi- 
mately two years and also agrees to 
reimburse the remainder about four 
vears thereafter provided Congress 
appropriates the necessary funds for 
that purpose. The corporation in 
such cases has no title to the prop- 
erty but merely the use of it for the 
purpose of carrying out a defense 
contract for the production of sup- 
plies. 

The word “corporation” there is 
ambiguous. That is the tenant or 
occupying corporation and not the 
Defense Plant Corporation. 

There are, of course, other vari- 
ants of the foregoing general forms, 
such as Navy repair contracts, in 
which fixed rates per labor-hour are 
paid, such rates being intended to 
include overhead and profit to the 
contractor. 


Questions and Answers 


Question No. 17: How should the 
plant constructed under an E.P.F. 
contract and the debt incurred in 
connection therewith be shown on 
the balance sheet after the final cost 
certificate has been filed and ac- 
cepted? 


Question No. 18: A company has 
negotiated a bank loan which is 
secured by an assignment of the pro- 
ceeds to be received from the Gov- 
ernment under an emergency Plant 
Facilities Contract. The loan is to 
be repaid out of monies received 
from the Government over a 60- 
month period. 

(a) Assuming the plant was not 
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completed at statement date, what 
is the recommended treatment on 
the balance sheet for the amount 
expended to date in constructing the 
plant (to be reimbursed by Govern- 
ment upon completion and accept- 
ance) and the advances received 
from the bank? 

(b) Assuming the plant is com- 
pleted and accepted by the Govern- 
ment, what is the recommended 
treatment on the balance sheet for 
the asset and liability items? Should 
the asset and liability items be 
split as between “current” and “de- 
ferred?” 

Answer to Questions 17 and 18: 
Answering the first part of Question 
18, which assumes that the plant was 
not completed at statement date, it 
must be kept in mind that the obli- 
gation of the Government to reim- 
burse does not crystallize until the 
Government has accepted the prop- 
erty. Therefore, the amounts ex- 
pended and the amounts borrowed 
should be shown separately on both 
sides of the balance sheet. The 
amounts expended may be shown as 
a separate non-current item de- 
scribed as “Amounts expended in 
connection with E.P.F. contract (see 
loan per contra)” and on the liability 
side the amounts borrowed may be 
shown either in the current liability 
section as “Loans payable secured 
by assignment of E.P.F. contract 
(see contra)” if the bank loan is due 
in less than twelve months, or with 
full description of the facts below 
the current liability section with ap- 


propriate qualification or description - 


of total current liabilities. 
Answering the second part of 
Question 18, after the final cost cer- 
tificate has been filed and accepted 
under an E.P.F. contract, the Gov- 
ernment’s obligation to reimburse 
the contractor in sixty monthly in- 
stallments becomes _ crystallized. 
Accordingly, what were formerly 
amounts expended on plant, become 
an obligation of the United States 
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Government, and the installments 
falling due within the next twelve 
months may properly be included in 
current assets and the remainder of 
the installment shown as a deferred 
receivable with appropriate descrip- 
tion below the current asset line. 

With regard to Question 17—the 
debt incurred in connection with the 
construction of the plant—the same 
rule as to the classification would 
apply, i.e., that part of the debt 
which will fall due within twelve 
months of the date of the statement 
should be shown as a current lia- 
bility and the remainder with suit- 
able description should be shown 
below the current liability line. 

Many accountants believe that, 
since the entire transaction is out- 
side of the ordinary course of busi- 
ness and the amounts currently pay- 
able are approximately offset by the 
amounts currently receivable, it is 
acceptable to exclude all of the 
amounts receivable and payable from 
current assets and liabilities with 
appropriate qualifications or descrip- 
tions of total current assets and cur- 
rent-liabilities. 


Question No. 19: Have any com- 
panies fulfilling defense contracts, 
which have resorted to the use of the 
Emergency Plant facilities contract, 
been refused the amortization pro- 
visions over a five-year period be- 
cause of non-compliance with the 
provisions requiring: 

1. “Facilities Necessity Contract.” 

2. “Facilities Certificate of Non- 

Reimbursement.” 
thereby suffering losses? 

Answer: As to the War Depart- 
ment, the securing of an E.P.F. 
contract has been uniformly re- 
garded by the Tax Amortization 
Section as ipso facto justification 
for issuance of a necessity certificate. 
The requirement for a certificate of 
non-reimbursement was abrogated 
by Hj. Res. 257, which repealed 
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Answers to Questions 


sub-section i of Section 124. Thus, 
the execution of an E.P.F. contract 
with the War Department now 
assures to the contractor the bene- 
fits of the five-year amortization, 
provided he elects to retain the 
property and is not to be reimbursed 
under the sixty-month payment plan. 
I believe that the same would be 
true with regard to the Navy. 


Question No. 20: If a concern 
has a Government contract against 
which they receive “progress ad- 
vances,” should the advances be set 
up as a liability or as a deduction 
from the inventory, applicable to 
this contract, as well as the portion 
of the contract that has been com- 
pleted and billed? 


Answer: It is assumed that this 
question refers to any payments re- 
ceived from the government under 
a supply contract which do not rep- 
resent specific and final payments 
for units delivered. 

It should be noted that a legal 
lien on a special bank deposit or on 
inventory frequently results from 
such an advance; if so, disclosure 
of the lien should be given. 

These advances fall into the two 
following categories which may be 
discussed separately— 

(a) An advance where the contrac- 
tor has not made any expendi- 
tures applicable to the contract 
or where a portion of an ad- 
vance received which is in ex- 
cess of the total expenditures to 
date applicable to that contract. 


Such an advance is clearly a lia- 
bility. 

(b) An advance which is not greater 
than the expenditures to date 
applicable to the relative con- 
tract after deducting from such 
expenditures specific payments 
for deliveries made. 


The government ordinarily de- 
ducts an amount equal to a pro rata 
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portion of such an advance in mak- 
ing payment on each billing for 
subsequent deliveries under the con- 
tract. It is an accepted principle of 
accounting (1) to deduct from the 
relative receivables outstanding at 
the balance sheet date the portion 
of the advance which will be thus 
applied when settlement is made 
therefor and (2) to deduct the bal- 
ance of the advance from the rela- 
tive inventory. 

An alternative accounting proce- 
dure, which would be acceptable, 
would be to show such an advance 
as a liability. 


Question No. 21: Do you con- 
sider it feasible and advisable for a 
company doing substantial normal 
and defense business both, to so 
maintain its accounts that a clear 
picture may be obtained of the re- 
quirements and of the results of 
each part of the business? 

Answer: The answer is “Yes,” 
that “it is both feasible and advis- 
able.” 


Cc 


Inventory Problems with Particular 
Reference to Last-in, First-out 
Method of Ascertaining Cost 


Preliminary Statement 


A fundamental concept of account- 
ing involves the ascertainment of 
costs which have expired, and the 
determination of related balances 
reasonably applicable to future op- 
erations. Applied to inventories, this 
concept requires answers to two 
essential questions: (1) have appro- 
priate inventory costs been charged 
against the revenue derived from 
sales? (2) is the unsold merchan- 
dise, the inventory, shown in a con- 
servative and appropriate amount to 
be carried forward as a _ charge 
against future operations? 

First-in, first-out, normal-stock, 
average-cost, and last-in, first-out, 
are all generally recognized methods 
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of determining “cost” in the cost or 
market principle. Any one of these 
may be appropriate in some cases, 
provided the specific method be con- 
sistently applied; whereas in other 
cases one of these several methods 
may be preferred. 

Advocacy of the last-in, first-out 
method stresses that it approximates 
more closely the true economic and 
business facts of inventory opera- 
tions, particularly in lines of in- 
dustry where selling prices respond 
most quickly to replacement or re- 
productive cost. The proponents 
claim that the method comes closer 
to determining profits on the basis 
of realization, measuring profits by 
matching current sales against cur- 
rent costs. 

One group of accountants agree 
that the last-in, first-out inventory 
method is not indiscriminately per- 
tinent in any and all types of busi- 
ness, and maintains that the follow- 
ing characteristics seem to govern 
its applicability : 

(1) Selling prices should be 
quickly responsive to changes in 
cost, or vice versa; for it is under 
such circumstances that the larg- 
est distortions occur under other 
methods. 

(2) Inventory should be a sig- 
nificant factor in operations, and 
should be consistently large in re- 
lation to other assets, to justify 
exceptional treatment. 

(3) Goods should be uniform, 
subject to identical classification 
throughout operations, to justify 
the fiction of substitution and 
equivalence inherent in last-in, 
first-out. 

(4) Stable goods, of slow turn- 
over due to length of fabrication 
or other cause, inherently possess 
the prime characteristics which 
justify the use of last-in, first-out, 
because large portions of inven- 
tory carry over from one fiscal 
period to another, and are there- 
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fore subject to the effects of 
market fluctuations. 


On the other hand, another group 
of accountants asserts that these 
criteria are mere nonsense, reared by 
inductive reasoning; that these were 
the characteristics present in indus- 
tries which first adopted the plan, 
but that the principle of excluding 
the effects of inventory price fluctua- 
tions from the determination of cur- 
rent earnings is a universally admirable 
objective which is equally important 
to all industry. This group stoutly 
maintains that if reasonable means 
of applying the system can be 
worked out in any industry, its use 
should not be precluded. It is agreed 
that the last-in, first-out method may 
be applied to some classifications of 
the inventory of a business and not 
necessarily to all. Each case is a 
problem unto itself. Incidentally, it 
is also generally agreed that the 
several costing methods will produce 
approximately identical aggregate re- 
sults if applied consistently throughout 
a complete price cycle. 

Appreciation of the significance 
and implications of last-in, first-out 
demands an understanding of the tax 
aspects of the method, called the 
Elective Method in the Law and 
Regulations. 

Although the last-in, first-out was 
not devised as a tax saving expedi- 
ent, this possibility creates a strong 
motivation. It is the incidence, not 
avoidance, of taxation which the 
system seeks to correct, by the closer 
determination of profits on the basis 
of realization, as opposed to accrual. 
3ased upon this fundamental prem- 
ise, last-in, first-out seems ideal for 
any business. However, the pro- 
posal is not as simple as all that! 

Treasury regulations prescribe 
that the method may be used for tax 
purposes only if it be also used for 
all ordinary purposes of corporate 
accounting and financial reporting. 
The Law and Regulations have ruled 
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Answers to Questions 


out the adoption of the method in 
any year during which the taxpayer 
has issued financial statements to 
stockholders or otherwise on a basis 
other than the elective method. If 
one may appraise the Treasury atti- 
tude there sems to be reasonable 
prospect that this hurdle may be 
removed in the near future by legis- 
lative repeal. 

Pursuant to regulations, the tax- 
payer must file a return giving effect 
to the elective method, accompanied 
by an application for permission to 
use it in that year. From an ad- 
ministrative standpoint, it is con- 
ceivable that permission may be 
granted promptly, or that it may be 
delayed even for a year or more. 
Some time must necessarily elapse 
before returns are analyzed statisti- 
cally and no decision can ignore the 
effect upon revenue. If not distinctly 
disadvantageous to the Treasury, per- 
mission may be freely granted and 
the taxpayer may not change back 
without specific permission to do so. 
If the Commissioner concludes that 
the adoption of the method will be 
adverse to the Treasury, he may, 
conceivably, and for good cause deny 
permission to change, or he may de- 
mand a modification which will make 
the change unattractive from the 
taxpayer’s standpoint. 

In the first place, the change-over 
requires a restatement of the inven- 
tory on a definite cost basis at the 
beginning of the year in which the 
change is made, and also the sub- 
mission of the comparable inventory 
at the beginning of the next preced- 
ing year on the basis then in use. 

The Commissioner has the right 
to re-assess the tax for the preceding 
vear at rates then in effect, on the 
basis of the inventory restated at 
cost at the close of such year; this 
may involve substantial additional 
taxes. 

For the excess of quantities in in- 
ventory at the close of the year, over 
the quantities at the beginning the 
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taxpayer may apply pricing as ex- 
perienced within that vear on one of 
three alternate bases: 
(1) Earliest costs making up such 
excess quantities. 
(2) Latest costs making up such 
excess quantities, or 
(3) Average costs. 


The method initially selected from 
these three alternatives must be con- 
sistently applied in subsequent years. 

Again, serious doubt may be 
reared concerning the Internal Revenue 
Bureau’s administration of the Elec- 
tive Method. The taxpayer may 
choose one of the three alternative 
methods of pricing, but in the last 
analysis the Commissioner may re- 
quire some modification which in his 
opinion more correctly reflects the 
true operations of the business. The 
Commissioner has always had wide 
discretion in the formulation of regu- 
lations, and while such administra- 
tion is always subject to legal challenge 
as to conformity with statute, the 
Commissioner has been broadly 
upheld. 

Were income taxation maintained 
at level rates throughout a complete 
price cycle, aggregate taxes would 
be relatively uniform under the sev- 
eral costing methods consistently 
applied, it being agreed that the ag- 
gregate profits determined under 
such methods would be aproximate- 
ly equivalent. Unfortunately, we 
are far from such a Utopian state. The 
form, incidence, and rates of income: 
taxation vary with consistent incon- 
sistency from year to year. 

Were a company to start the elec- 
tive method at the bottom of a price 
cycle, coincident with the top of a 
tax-rate cycle (which is transpar- 
ently contradictory) it would have 
reasonable assurance of tax-saving; 
for during the years of the ascent of 
prices, while tax rates were high it 
would be showing lower profits than 
under other costing methods; where- 
as during the decline of prices it 
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would show higher profits at lower 
tax rates than under other costing 
methods, because the elective method 
requires adherence to the formula 
whether prices are ascending or 
descending. 

We are fairly well along in the 
upward price spiral, which may or 
may not be satisfactorily restrained 
by price control. Price control dur- 
ing inflationary trends suggests the 
corrolary of a reincarnated N.R.A. 
to restrain prices on the down grade. 
Certainly, we are not at the top of 
the tax-rate-cycle; it is a foregone 
conclusion that rates will continue 
to ascend for at least a year or two, 
perhaps more. 

Will future government tax policy 
ameliorate tax rates, or will high 
rates continue into the inevitable re- 
cession? The adoption of the method 
on grounds of tax opportunism in- 
volves proper timing. Timing may 
have been missed—several years ago 
would probably have hit the mark a 
little better from a price standpoint. 

On the other hand it is urged by 
some, that the Treasury is now fully 
alive to the long range economic im- 
port of taxation; that much will be 
done to alleviate the strain on busi- 
ness in post war years. These ad- 
vocates believe the Treasury and 
Congress will allow market-reduc- 
tions taxwise to those who will have 
used the elective method in the interim, 
(a sort of last-in, first-out-cost-or- 
market-whichever-lower basis) and 
that the Commissioner will be re- 
quired to liberalize the regulations 
and administration of the Act. These 
proponents also claim that in many 
cases opening inventories will not 
have to be changed because cost 
was generally less than market, so 
that the prescribed change to cost 
vould not in fact involve the con- 
templated market adjustments. 

When the sole motivation for 
change is tax avoidance, the risk 
and uncertainty are large. With a 
knowledge of the possible advan- 
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tages and potential hazards, a change 
to the elective method is a matter of 
corporate policy to be appraised 
carefully by management before a 
binding decision is made. 


Questions and Answers 
Questions No. 22: (a) Wouldn't 


it be advisable to indicate in all cases 
the method which has been used in 
valuing inventory, i.e., last-in, first- 
out —first-in, first-out, etc.? (b) 
Also in the event the method has 
been changed, what position would 
have been under former method? 


Answer: (a) It is definitely ad- 
visable, in all cases where the inven- 
tory is an important factor in the 
financial statements, to indicate which 
costing procedure has been used, 
i.e., last-in, first-out, first-in, first-out 
or average cost. Both the S-X Regu- 
lations of the S.E.C. and the promul- 
gated request of the New York Stock 
Exchange asked for such disclosure. 

(b) In the year in which a change 
in the inventory costing procedure 
has taken place of such importance 
in its effect upon earnings that the 
income account cannot be regarded 
as having been prepared on a basis 
consistent with that of the previous 
year, it is requisite that, together 
with the fact of the change in pro- 
cedure, the effect of such change (as 
compared with the prior method) 
should also be disclosed. Such dis- 
closure is called for by the require- 
ments of the S.E.C. 


As to years subsequent to the year 
of change, there is no requirement 
“under accepted principles of ac- 
counting” to set forth, continuingly, 
any differences between a presently- 
used method and a prior method. In 
this connection it is of interest, how- 
ever, to refer to the fact that the 
Inventory Committee of the Ameri- 
can Institute of Accountants, when 
reporting in 1936 upon the conclu- 
sion of its collaborative work with 
the American Petroleum Institute, 
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Answers to Questions 


recommended that in cases where 
the last-in, first-out method had been 
adopted it would be desirable to 
make parenthetical disclosure in the 
balance sheet apropos of the treat- 
ment of inventories as to the approxi- 
mate market valuation thereof, in 
order to facilitate some sort of 
balance sheet comparison between 
companies in the same industry. 


Question No. 23: What effect 
will priorities have on semi-finished 
goods, and will valuation reserves 
be set up to care for possible losses 
where completion will be held up 
by reason of failure to obtain vital 
parts? 

Answer: The query may be re- 
garded as in a way raising the ques- 
tion of inventory obsolescence, for 
if semi-finished goods cannot be 
completed to the point of disposal 
by reason of priorities, it is tanta- 
mount to regarding such _ semi- 
finished goods as obsolescent or 
obsolete. In such case, of course, 
the valuation placed upon such goods 
—whether scrap or other salvage 
value by direct valuation or by re- 
serve—must be based on the best 
information available to the con- 
cern and the accountant. 


Question No. 24: What will ac- 
countants do when they find that the 
market value of the inventory at 
statement date is lower than the cost 
value, as determined by the last-in, 
first-out method? 


Question No. 25: 
Out: 

Assuming that market is below 
cost, is there any difference of opinion 
among practicing accountants as to 
the necessity of creating an adequate 
reserve for the purposes of stock- 
holders’ and creditors’ reports? 


Last-In, First- 


Question No. 31: During a falling 
price trend, is not the last-in, first- 
out inventory valuation method often 
exceedingly misleading as to the true 
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profitability of operations and the 
balance sheet condition? And par- 
ticularly so if reserves are not set up 
where inventories would otherwise 
be valued above market? 


Answer to questions 24, 25 and 31: 
Financial statements must attempt 
to disclose the truth. The balance sheet 
cannot be permitted to show inven- 
tories above market. When LIFO 
valuation is above market, the differ- 
ential must be disclosed. We do not 
believe that experienced credit analysts 
are really very greatly concerned 
about how the differential is dis- 
closed, provided that disclosure is 
adequate and complete. The differ- 
ence may be shown parenthetically 
on the balance sheet, or in an appro- 
priate footnote, or by means of an 
inventory reserve; in the operating 
statement the differential should be 
shown in a separate section immedi- 
ately after ““Net Income after Taxes.” 

The regulations of the Commis- 
sioner of Internal Revenue (Reg. 
103, Sec. 19.22(d)-2(5) permit LIFO 
users to show inventories at market 
value in lieu of cost for credit pur- 
poses, and in reports to shareholders, 
partners and other proprietors or 
beneficiaries, but not for the purpose 
of determining taxable income. In 
the absence of the permission re- 
ferred to above, LIFO users would 
have to adhere to LIFO cost valua- 
tion for all purposes under penalty 
of losing the right to use the elective 
method in the determination of tax 
liability. The Treasury permission 
referred to makes it possible to give 
effect to the fact that market values 
are lower than cost not only for 
balance sheet purposes but also in 
the preparation of operation and in- 
come statements. Accordingly, ac- 
countants are not prevented by any 
provision of the tax law from clearly 
revealing in financial statements the 
fact that market values of inven- 
tories are below LIFO cost values. 


Question No. 26: Many of the 
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meat packers have this year started 
using the inventory valuation method 
of last-in, first-out. Do you believe 
that those continuing to use the 
previously generally accepted method 
lower of cost or market where ascer- 
tainable, and otherwise market—are 
subject to any criticism? 

Answer: Not at all. In the long 
run, those who follow Pope’s ad- 
monition, in his Essay on Criticism: 

“Be not the first by whom the new 
are tired 

Nor yet the last to lay the old 

aside” 
may prove the more conservative 
and the wiser. 

It is easy to understand the temp- 
tation to wish to pay lower taxes 
currently even though current sav- 
ings are inevitably offset by higher 
taxes later. Under existing condi- 
tions, with relatively easy money 
prevailing, there are those who 
might argue that it is more conserva- 
tive to disburse unavoidable taxes 
now than to defer a substantial part 
of them to a time when the money 
market might be quite different, 
when the economic cycle is in its 
downward phase, when prices are 
falling, when profits are lower or 
non-existent. But these are matters 
which, if germane to the question, 
can be as adequately answered by 
the Robert Morris Associates as by 
independent accountants. 


Question No. 27: If a concern 
changes to the last-in, first-out basis 
of valuing its inventory, is the ac- 
countant required, by good account- 
ing practice, to indicate what the 
inventory valuation would have been 
and what the net profit (after Fed- 
eral Taxes) would have been if the 
former method had been employed 
for that year? This question applies 
to the year in which the procedure 
was changed. 

Answer: This question has been 
already answered in the answer to 
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Question No. 22, except as to its 
more specific reference to “net profit 
(after Federal Taxes).” 

It may be advisable in some cases, 
where the soundness of the com- 
pany’s claim to use the last-in, first- 
out method for Federal income taxes 
is in question, to reveal not only 
the difference in amount of. net 
profit after Federal taxes but also 
the difference in the tax itself. 


Question No. 28: (a) What are 
advantages and disadvantages of 
changing to ‘‘Last-in First-out” method 
of inventory valuation? 

(b) What change will be made in 
the method of valuation of opening 
inventory where such a change is 
made? 

(c) Explain the application of this 
basis at closing date where quanti- 
ties are greater than those on hand 
at the beginning of year. 

Answer: (a) This question has 
been dealt with in the introductory 
statement. Amplifying what was 
said in such statement, it may be ap- 
propriate to say that accounting 
thought is tending to an approach 
not of inquiring as to relative ad- 
vantages and disadvantages of one 
or another system of inventory cost- 
ing but rather to the method more 
peculiarly adapted to the particular 
industry in order that the resultant 
profit determination be a logical one 
for that industry. 

With this preamble, it may be ad- 
mitted that in the case of a concern 
clearly eligible for the last-in, first- 
out method there may, nevertheless, 
be disadvantages; as for example, 
where, with the expectation of higher 
tax rates for 1942 than for 1941, the 
contemplation is of a sharp reduc- 
tion in the quantities of inventories 
during 1942, with the result that a 
change to last-in, first-out in 1941 
would have the effect of allocating 
profits to 1942 at a supposedly higher 
tax rate instead of to 1941 at a lower 
tax rate. 
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Answers to Questions 


(b) While sound accounting prin- 
ciples would not of themselves call 
for a change in the opening inven- 
tory—presumably properly compiled 
under sound accounting principles 
on a costing basis then in use— 
where a change in costing method 
has taken place during the year the 
tax regulations, however, require 
that the opening inventory in the 
year of change be on a basis of cost 
and cost only. Accordingly, any 
market adjustment applied in such 
opening inventory would need to be 
cancelled. The reason for this in the 
tax regulations is that the Govern- 
ment wants the taxpayer—once he 
elects to be on the basis of cost and 
cost only (as under the so-called 
“elective system)”—to place himself 
immediately on that basis throughout. 


(c) The tax regulations contain 
illustrations of three different meth- 
ods in which an inventory quantity 
increase through the year may be 
accounted for under the so-called 
“elective method,” these three meth- 
ods in themselves being a pure last- 
in, first-out, average cost, and first-in, 
first-out. In addition, the regula- 
tions also permit any other method 
“which in the opinion of the Com- 
missioner clearly reflects income.” 


Question No. 29: Should not the 
public accountants endeavor to dis- 
close to credit men and others the 
real significance of the term “lower 
of cost or market?” Specifically, 
what is meant by (1) “Cost” and (2) 
“Market” as used in the foregoing 
expression? This question is prompted, 
of course, by the current interest 
attached to the last-in, first-out basis 
of inventory valuation, an innova- 
tion that has somewhat upset the 
old ways of thinking about inven- 
tory and cost of sales. In the past it 
is probably true that credit men have 
tended to accept “Lower of cost or 
market” as sufficient unto itself. 
However, this may be the time to 
make it possible for credit men to 
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expand their thinking constructively 
so that a better understanding of the 
significance of inventory values and 
sales costs will be obtained. 


Answer: If the question is in- 
tended to suggest that we account- 
ants should continue ceaselessly in 
our efforts toward a meeting of 
minds between credit men and our- 
selves upon the broad fundamental 
question of inventory values, of 
course the answer can only be an 
emphatic “yes.” If, however, the 
question refers to what the account- 
ant may say, footnotewise, on finan- 
cial statements, the answer is that 
that field is much too narrow for 
such a broad maneuver. 


We shall be rash enough to attempt 
a brief answer as to the meaning of 
“Cost” and “Market” as used in the 
term “Lower of cost or market” by 
saying that, generally speaking, cost 
embraces three fundamentally di- 
verse costing procedures, namely, 
first-in, first-out, average cost, and 
last-in, first-out. Market, on the 
other hand, represents usually re- 
placement or reproductive cost but 
extends also to the concept of liqui- 
dation or realization value where 
that value may be lower than repro- 
ductive cost in times of dire com- 
mercial distress. 

It is to be noted in this connection 
that from the accountant’s point of 
view it is erroneous to speak of 
“last-in, first-out” as something op- 
posite to “cost or market, whichever 
is lower.” The latter is the broad 
caption that embraces all these di- 
vergent costing procedures and sev- 
eral considerations of market. 


Question No. 30: A company has 
always carried its inventory at the 
lower of cost or market. At Decem- 
ber 31, 1941 it continued to value the 
inventory on this basis but in addi- 
tion set up a reserve against possible 
future decline in prices. There is no 
immediate prospect of this reserve 
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being needed. How should such a 
reserve be treated: 
(a) On the balance sheet? 
(1) As a deduction from in- 
ventory? 
(2) As a reserve on the lia- 
bility side? 
(3) Otherwise? 
(b) On the profit and loss state- 
ments 
(1) In cost of sales, or as a 
separate item in this 
section ¢ 
(2) Profit and loss charge? 
( 


2 
3) Surplus adjustment? 

Answer: May I first of all allude 
to the previous answer as to the 
broad application of the term “Low- 
er of cost or market.” While the 
instant question does not so indicate, 
[ imagine that its propounder in- 
tended to relate the query specifi- 
cally to one or the other of the older 
costing procedures, namely, first-in, 
first-out or average cost, and I will 
answer it on this assumption. But 
before so answering, I would like to 
express my feeling that upon this 
subject perhaps more than on any 
other propounded this evening there 
is lack of unanimity among account- 
ants. What I have to say, therefore, 
[ wish strictly to emphasize as my 
individual opinion. 

First of all, I would need to know 
more about the company in question, 
for my answer would be different as 
between a concern, on the one hand, 
that had a high degree of responsive- 
ness normally between reproductive 
cost and sales price together with a 
slow inventory turnover and a con- 
cern, on the other hand, which had 
little or no such cost and price rela- 
tionship normally and, furthermore, 
had a fast turnover. Under my defini- 
tions, the first concern would be one 
eminently eligible to the last-in, 
first-out method and, therefore, to be 
regarded as a “vocational misfit,” or 
perhaps I had better say a “proce- 
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dural misfit,” by reason of its utiliz- 
ing the first-in, first-out costing pro- 
cedure. The second concern, on the 
other hand, would be the ideal “cost 
and cost only” concern which nor- 
mally would not need to bother 
about anticipating a market write- 
down in the valuation of its inven- 
tories and, therefore, a concern that 
would find a first-in, first-out, or per- 
haps average costs, as clearly more 
adaptable to its situation in normal 
times. 

Answering the specific inquiries 
apropos of treatment on the balance 
sheet and on the profit and loss 
statement, respectively, and emphas- 
izing the condition recited by the 
propounder of the inquiry, namely 
that the reserve was set up “against 
possible future decline in prices” and 
that “there is no immediate prospect 
of this reserve being needed,” | 
would say, as to the balance sheet, 
that the preferred treatment would 
be to show this reserve on the lia- 
bility side, for to deduct it from in- 
ventory would tend to make the 
residual inventory even less mean- 
ingful than before. As to the profit 
and loss statement, however, I would 
lean to regarding the charge as 
something to be accounted for in 
arriving at stated net income if the 
concern were of the nature of the 
first mentioned in my previous re- 
marks but as a charge against sur- 
plus if it were of the nature of the 
second one mentioned, for under my 
hypothesis the operating results of 
the latter would always be properly 
stated on a basis of cost and cost 
only and consequently the reserve, 
when no longer needed at some fu- 
ture time for conservative balance 
sheet portrayal, would find its disso- 
lution by direct restoration to sur- 
plus. 


Question No. 32: Once a company 
adopts the last-in, first-out method 
of inventory valuation, will it be per- 
missible at some future date to 
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Answers to Questions 


change back to lower of cost or 


market? 


Answer: As was pointed out, the 
Code provides that once LIFO is 
used for any taxable year, this 
method must be used in all subse- 
quent years, unless the commis- 
sioner approves a change, and such 
changes may be made only in ac- 
cordance with the commissioner’s regu- 
lations. Reg. 103 (Sec. 19.22(d)-5) 
refers to the elective method as 
‘irrevocable,’ unless another method 
is required or authorized by the com- 
missioner. One person who recently 
consulted me about the advisability 
of changing was sufficiently optimis- 
tic as to believe that when the 
economic and price cycle reached a 
point where the continued use of 
LIFO became extremely costly, tax- 
wise, Congress would amend the law 
so as to permit taxpayers to escape 
the predictable consequences of their 
voluntary election. 

There has been, to some extent, a 
curious rush by some to embrace 
LIFO. I am sure that to a very 
large extent that is because of the 
reluctance thus far of Congress to 
permit the use of the well-tried, the 
logical and the appropriate reserve 
method for accounting for these pre- 
dictable losses. 


Question No. 33: The burden of 
proof as to the reasonableness of the 
inventory method employed and 
hence the cost of goods sold figure 
on the earnings statement rests with 
the taxpayer rather than the Treas- 
ury Department. Certain businesses 
(e. g. metal refiners, department 
stores, etc.) obviously are logical 
users of the last-in, first-out method. 
However, many other types of com- 
panies are adopting this method. 
Have accountants set up a set of 
conditions to be existent in an enter- 
prise before it may adopt “‘last-in, first- 
out” with some degree of assurance 
that this action will be accepted by 
the Treasury Department? 
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Answer: The answer is, that ac- 
countants have set up a set of condi- 
tions to be existent in an enterprise 
in order to make it logically eligible 
for the use of the last-in, first-out 
method. These conditions may be 
boiled down to two outstanding 
ones. First, that there be a close 
relationship between sales prices and 
reproductive costs so that, under this 
relationship, the two tend to move up 
or down with little or no lag. Sec- 
ond, the last-in, first-out method is 
particularly indicated in an industry 
having the foregoing characteristic, 
where also the slowness of the turn- 
over would tend to increase the dis- 
parity between the concept of 
operating margin, between sales 
price and reproductive cost, and the 
operating profit as determined under 
a costing procedure like first-in, 
first-out. 

This viewpoint has been discussed 
at great length with various officials 
of the Treasury Department and is 
recognized by them as representing 
strong characteristics of those con- 
cerns which have pioneered in the 
last-in, first-out method. 

The law and the regulations, how- 
ever, do not express such character- 
istics as constituting the conditions 
of eligibility, but have rather put the 
question of eligibility entirely on the 
score of the bona fides of the convert 
in adopting the so-called “elective 
method.” 


D 
Commitments 


Preliminary Statement 


Purchases and sales commitments, 
just as the merchandise itself, take 
on special significance in these un- 
certain days. Factors such as priori- 
ties, allocations, rationing, and price 
controls may work unexpected havoc 
or favor. Wherever commitments 
are abnormal either in amount, time, 
price, or circumstance, it is to be ex- 


pected that these things will be 
called to the attention in financial 
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statements. The absence of any ref- 
erence to commitments is indicative 
of the viewpoint that there is no 
special circumstance regarding com- 
mitments that materially affects a 
fair presentation of the financial 
position or operating results. How- 
ever, credit analysts may be inter- 
ested in obtaining from management 
detailed information regarding com- 
mitments and inventory that is in the 
nature of supplemental data and not 
an essential part of the financial 
statements as such. 


Questions and Answers 


Question No. 14: It should be- 
come regular practice for account- 
ants to be more specific in regard to 
outstanding commitments covering 
both purchases and sales. Many 
concerns contract far ahead for in- 
ventory purchases, and the same 
applies in the selling end. For ac- 
countants to cover these points, it 
would not mean much more work 
as no one would expect them to give 
a detailed list of such commitments. 
They could use round amounts, but 
should also be sure to mention how 
far ahead the commitments run. 

Answer: Wherever the commit- 
ment situation is significant enough 
to require notation, then it would be 
helpful to give as much information 
regarding the commitment as will 
enable an evaluation of the factors 
that provoke the notation. 


Question No. 15: Are accountants 
in accord with the thought that pur- 
chase commitments and sales orders 
are, in many cases, an important sup- 
plement to financial statements 
which are used for credit purposes? 
It is recognized, however, that such 
data might be misleading unless the 
true significance of such items has 
been determined with relation to cur- 
rent prices, etc. 


Question No. 16: Although an 
audited balance sheet may correctly 
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show the assets and liabilities previ- 
ously entered on the books, is it not 
possible that the balance sheet, sub- 
mitted for the purpose of obtaining 
credit, may fail to give the credit 
grantor a true showing of the finan- 
cial condition of the business, unless 
it is accompanied by information 
about contracts for purchases, and 
sales of merchandise and property, 
contracts for services, leases, etc.? 


Answer to Questions 15 and 16: 
Commitments are an important sup- 
plement to financial statements 
where they are unusual in amount, 
time, price, or circumstances. Where 
they are not affected by any of such 
factors but are merely commitments 
in the normal course and the normal 
extent for a going business, no sup- 
plementation need be made. Wherever 
there is occasion to comment, the 
comment should be sufficiently de- 
scriptive to permit of evaluation of 
the unusual factor. 


Question No. 35: Is there any dis- 
agreement as to the use of ceiling 
prices in considering the client's 
future purchase and sales contract 
position ? 


Answer: The facts as to the rela- 
tionship between ceiling prices and 
commitment prices should be given; 
but whether or not the intervention 
of ceiling prices relieves the parties 
involved from the commitment prices 
is a legal question and cannot of course 
be resolved by the accountants. 


Miscellaneous 

Question No. 34: Is there any in- 
herent danger in making net work- 
ing capital analyses provision and 
disposition of funds between two 
dates, from the usual brief balance 
sheets and profit and loss _ state- 
ments? Should not more audits in- 
clude source and application of funds? 


Answer: There is no inherent 
danger in an analysis from con- 
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Answers to Questions 


densed statements though the analysis 
becomes more meaningful when the 
component elements of the working 
capital are set forth. A statement of 
source of funds and their application 
is a helpful one, and while not essen- 
tial to the formulation of the opinion 
of an independent accountant, it is 
appropriate to a more elaborate re- 
port that the accountant may submit. 


Question No. 36: In the past year 
or two, we have come to learn more 
about surety bonds and what they 
mean to banks where credit is in- 
volved. Wouldn't it be a good prac- 
tice for all accountants to cover the 
surety bond angle where it exists? 
Inasmuch as the terms and condi- 
tions now existing in a surety con- 
tract have so far given the surety 
company superior liens and claims 
on practically all assets of a concern, 
accountants ought to mention in the 
reports the existence of any surety 
bond which might be outstanding. 
Such practice would put all other 
creditors on guard, so that they 
know exactly where they stand while 
the surety company is in the picture. 


Answer: Wherever there is a 
surety bond or other undertaking 


that may give rise to a mortgaging 
of a company’s assets, attention 
should be called to this under the 
general heading of contingencies. 


Question No. 37: Assume a case 
where instalment notes have been 
accepted from customers in payment 
of future rental for equipment under 
lease contracts. What is the recom- 
mended accounting treatment of the 
notes and of the deferred or un- 
earned income? 

Answer: The notes can be shown 
with 100% reserve or contra item, 
or the whole situation can be covered 
merely by footnote. 


Question No. 38: We have noted 
that some construction companies 
carry as an asset the full amount of 
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the contract and on the liability side 
of the statement the estimated cost 
of completing same—the difference 
being the estimated profit on the par- 
ticular job which would be shown 
as unearned income. Assuming that 
the contracts are on a lump sum or 
bid basis, we wonder if a footnote 
should not reveal the exposure for 
materials and labor on uncompleted 
contracts and whether possible in- 
creased costs might reduce or elimi- 
nate the estimated profits? 

Answer: The estimate for uncom- 
pleted costs should be as of the date 
of the financial statement. It is 
assumed the writer refers to “Expos- 
ure” as being the liability for mate- 
rials and labor which will be required 
to complete a contract, whether or 
not commitments have been entered 
into. As to a forecast of final re- 
sults, the best that can be done is to 
apply an informed judgment at the 
time. 


Question No. 39: Assuming that 
the parent company owns 50% of a 
subsidiary’s stock and the other 50% 
is owned by the manager, who has 
placed his stock in the hands of the 
officers of the parent company as 
trustee for him, is this sufficient 
basis for the company to issue a 
consolidated statement? Would the 
manager’s 50% as explained above 
appear as a “minority interest” in 
such a consolidated statement? 

Answer: While ordinarily 50% 
ownership would not warrant con- 
solidation, there may be situations 
(as where a subsidiary is merely a 
sales office, and the 50% owner 
merely an employee with practically 
a bonus arrangement) where even 
with only 50% ownership, a consoli- 
dation would be proper, particularly 
if—as under the terms of the ques- 
tion—the parent company wields 
effective control. 


Question No. 40: Can a partner- 
ship, which has in its assets an in- 
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vestment in a corporation, the latter 
being a wholly owned subsidiary, 
issue a consolidated statement with 
the corporation subsidiary? 


Answer: As a consolidated state- 
ment is itself a fiction, it might be 
straining the fiction too far to fuse 
corporate and non-corporate enter- 
prises. A three-column statement 
setting forth the affairs of the part- 
nership, the corporation, and the two 
in combination, could be approved. 


Question No. 41: Should account- 
ants be more specific in their com- 
ments concerning Federal Income 
and Excess Profits taxes, particu- 
larly the Excess Profits tax provi- 
sion? Usually the ‘base” (average 
earnings or invested capital) em- 
ployed for Excess Profits tax pur- 
poses is not disclosed and in some 
cases it is not even clear that such 
provision has been made or needs to 
be made. Certainly the credit man 
attempting to appraise his client’s 
present and future problems should 
be informed in this respect and isn’t 


it reasonable to say that the account- 
ant is the one to do it? 


Answer: Little short of the tax 
returns themselves would be really 
revealing. The total of the income 
and excess profits tax liability should 
suffice for financial statements. Any 


supplemental information would run 


short of the mark save for copies of 
the returns themselves. 


Question No. 42: Where specific 
assets are pledged to secure certain 
types of liabilities, what is the gen- 
erally accepted practice in indicating 
this on a financial statement? (This 
question is asked because frequently 
audited statements do not indicate 
that certain liabilities are secured). 


Answer: Where assets are pledged, 
the financial statements should dis- 
close that fact and the liabilities that 
are thus secured. However, in cases 
where the liability, by its descrip- 
tion, is obviously secured (such as a 
mortgage or mortgage bonds se- 
cured by real property) no special 
notation would seem to be required. 
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Securities and Exchange Commission Releases 


Securities and Exchange 
Commission 
Washington 


Accounting Series Release No. 31 
February 5, 1942 

The Securities and Exchange Commis- 
sion today announced the adoption of an 
amendment to Rule 12-16 of Regulation 
S-X so as to make it clear that Note 5 to 
the schedule therein prescribed requires 
information relative to rents and royalties 
only if the aggregate amount thereof is 
significant. Rule 5-04 of Regulation S-X 
was also amended ‘to make it clear that it 
is necessary to file Schedule XVII—In- 
come from Dividends—in support of each 
profit and loss statement filed. Since the 
schedule also calls for information as to 
the amount of the equity of the company 
in the net profit and loss of its affiliates, 
the schedule is required to be filed even 
though no dividends from such invest- 
ments are reported in the profit and loss 
statement for the period of report. <A 
similar amendment was made to Rule 6-04 
of Regulation S-X. 

The text of the 
follows: 

The Securities and Exchange Commis- 


Commission’s action 


sion, acting pursuant to authority con- 
ferred upon it by the Securities Act of 
1933, particularly Sections 7 and 19 (a) 
thereof, the Securities Exchange Act ot 
1934, particularly Sections 12, 13, 15 (d) 
and 23 (a) thereof, and the Investment 
Company Act of 1940, particularly Sec- 


tions 8, 30 and 38 (a) thereof, and deeming 
such action necessary and appropriate in 
the public interest and for the protection 
of investors and necessary for the execu- 
tion of the functions vested in it by the 
said Acts, hereby amends Regulation S-X 
as follows: 

Amendment No. 6 to Regulation S-X 

I. Note 5 to Rule 12-16 is amended by 
inserting immediately after the numeral 
“5S” the following new sentence: 

“Tf the aggregate amount of rents and 
royalties is not significant, a statement 
to that effect will suffice.” 

5 to Rule 12-16 reads 
as follows: “If the aggregate amount of 
rents and royalties is not significant, a 
statement to that effect will suffice. State 
rents and royalties separately if either 
amount is significant. If significant in 
amount, state the aggregate annual 
amounts of the rentals upon all real prop- 
erty now leased to the person and its sub- 
sidiaries for terms expiring more than 
three years after the date of filing and the 
number of such leases. If the rentals are 


As amended Note 


conditional, state the minimum annual 
amount.” 
II. Rule 5-04 of Regulation S-X is 
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amended by deleting therefrom the instruc- 
tion as to Schedule XVII—Income from 
Dividends—as presently set forth and by 
substituting the following instruction therefor : 

“Schedule XVII. Income from Divi- 
dends—Equity in Net Profit and Loss 
of Affiliates. The schedule prescribed 
by Rule 12-17 shall be filed for each 
period for which a profit and loss state- 
ment is filed.” 

III. Rule 6-04 of Regulation S-X is 
amended by deleting therefrom the in- 
structions as to Schedule XIV—Income 
from Dividends—4s presently set forth and 
by substituting the following instructions 
therefor: 

“Schedule XIV. Income from Divi- 
dends—Equity in Net Profit and Loss 
of Affiliates. The schedule prescribed 
by Rule 12-17 shall be filed for each 
period for which a profit and loss state- 
ment is filed. This schedule need not be 
filed, however, if all the information 
called for by Rule 12-17 is included in 
the profit and loss or income statement.” 
IV. Rule 12-17—Income from _ Divi- 

dends—is amended by adding to the de- 
scriptive caption thereof the following 
words, “—Equity in Net Profit and Loss 
of Affiliates.” 

As amended the caption reads, “Rule 
12-17. Income from Dividends—Equity 
in Net Profit and Loss of Affiliates.” 


Accounting Series Release No. 32 
March 10, 1942 

The Securities and Exchange Commis- 
sion today made public an opinion of its 
Chief Accountant in its Accounting Series 
relative to certain requirements of Regu- 
lation S-X. The opinion discusses the 
requirements as to disclosure by independ- 
ent public accountants of the principle fol- 
lowed in including or excluding subsidiar- 
ies in the consolidated statements and the 
requirements when a subsidiary previously 
included is in the current statements ex- 
cluded in order to exhibit clearly the finan- 
cial condition and results of operations of 
the registrant and its subsidiaries. 

The opinion prepared by William W. 
Werntz, Chief Accountant, follows: 

“Inquiry has been made whether, under 
the rules of the Commission, it is neces- 
sary for an independent public accountant 
to indicate in his certificate that generally 
accepted accounting principles and prac- 
tices have not been applied on a _ basis 
consistent with that of the preceding year 
where a wholly-owned subsidiary consoli- 
dated in the preceding year is not to be 
consolidated in the year under review. 
The inquiry assumed that the registrant’s 
policy in the past had been to consolidate 
all wholly-owned subsidiaries and that the 
current exclusion of the subsidiary from 
consolidation was due to changed condi- 
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tions and was made with a view to more 
fairly presenting the financial condition 
and results of operations of the registrant 
and its subsidiaries. 

‘The portions of Regulation S-X which 
seem directly involved are Rules 4-02, 4-04, 
3-07, and 2-02 (c). Rule 4-02 provides, 
in part, that: 

“*The registrant shall follow in the 
consolidated statements principles of in- 
clusion or exclusion which will clearly 
exhibit the financial condition and re- 
sults of operations of the registrant and 
its subsidiaries.’ 

“Rule 4-04 (a) requires that: 

“*The principle adopted in determin- 
ing the inclusion and exclusion of sub- 
sidiaries in each consolidated balance 
sheet and in each group balance sheet 
of unconsolidated subsidiaries shall be 
stated in a note to the respective balance 
sheet.’ 


“Rule 3-07 requires disclosure of any sig- 
nificant change in accounting principle or 
practice and, if the change substantially 
affects proper comparison with the pre- 
ceding fiscal period, the necessary explana- 
tion. Finally, subdivision (ii) of Rule 2-02 
(c) requires the accountant’s certificate to 
state clearly ‘the opinion of the accountant 
as to any changes in accounting principles 
or practices required to be set forth by 
Rule 3-07.’ 

‘To my mind it would be necessary 
under the rules of the Commission, unless 
the subsidiary involved was so small as to 
be immaterial, for the accountant to indi- 
cate in his certificate that generally ac- 
cepted accounting principles and practices 
had not been applied on a basis consistent 
with that of the preceding year. In stat- 
ing the principles of inclusion or exclusion 
followed in a particular consolidation it is 
not sufficient under Rules 4-02 and 4-04 
(a) merely to indicate that the registrant 
is following in the consolidated statements 
principles of inclusion or exclusion which 
will clearly reflect the financial condition 
and results of operations of the registrant 
and its subsidiaries. A statement such as 
this would give no satisfactory information 
to the reader and, indeed, would permit the 
use of widely different and shifting con- 
solidations without constituting a change 
in the principles followed. Instead, the 
language of Rule 4-02 should be considered 
as setting a test which the specific prin- 
ciples adopted in a given case must meet. 
The specific principles followed should be 
objective and definite, such as, for example, 
that the registrant includes in consolida- 
tion all wholly-owned subsidiaries, or all 
domestic wholly-owned subsidiaries or all 
wholly-owned manufacturing subsidiaries. 
Any such principles would, of course, have 
to meet the general test prescribed in Rule 
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4-02. Furthermore, unless all subsidiaries 
which fall within the class designated by 
the specific principles of consolidation are, 
in fact, consolidated, the specific statement 
is clearly inaccurate and misleading. It 
is therefore my opinion that the exclusion 
of the subsidiary in the case under discus- 
sion constitutes a change in the principles 
of consolidation followed. 

“IT think the operation of the rules re- 
ferred to can best be indicated by the fol- 
lowing illustration. Let us assume that a 
given registrant in its 1940 statements con- 
solidated all of its wholly-owned subsidi- 
aries. In the 1941 statements one signi- 
nificant wholly-owned foreign subsidiary 
was excluded by reason of the registrant's 
inability to obtain statements therefor. 
Under such circumstances Rule 4-04 (b) 
would require that the name of the ex- 
cluded subsidiary be given. The state- 
ment of the principles of consolidation 
required by Rule 4-04 (a) would have to 
be appropriately modified to indicate that 
the wholly-owned subsidiary was not con- 
solidated. Rule 3-07 would require, if the 
change substantially affected comparison 
with prior years, an appropriate explanation. 
Rule 2-02 (c) (ii) would require a state- 
ment in the certificate of the accountant’s 
opinion as to the change in the principles 
of consolidation employed. 

“Thus, it would not be proper, in my 
opinion, for the accountant to represent 
that the statements presented fairly the 
financial condition of the company and 
its consolidated subsidiaries and the re- 
sults of their operations for the fiscal year, 
in conformity with generally accepted ac- 
counting principles and practices applied 
on a basis consistent with that of the pre- 
ceding year, Instead, it would, in my 
opinion, be necessary to indicate that the 
principles of consolidation had _ been 
changed. If the new basis met with the ap- 
proval of the accountant, as it presumably 
would, a positive statement to that effect 
should be made. If it did not, it would 
seem necessary to take an exception which 
would run to the fairness of the presen- 
tation. 

“The above conclusion may be con- 
trasted with a case similar in all respects 
except that the subsidiary is dropped from 
consolidation because of sale of the in- 
vestment therein. In cases such as this 
no change in the principles of consolidation 
results, since all subsidiaries wholly owned 
at the date of the statement are included in 
the consolidation. Disclosure that the 
former subsidiary is not included would, 
however, be required by Rule 4-04 (b) 
and, under certain circumstances, Rule 
3-06 might require that additional informa- 
tion, such as the reason for the change, 
be included either in the financial state- 
ments or in the accountant’s certificate. 
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The ideas and opinions expressed in THe New York CFRTIFIED PUBLIC 
ACCOUNTANT are the views of the individual or committee involved and unless 


otherwise stated are not 
Society or its Board of Directors. 


Governmental Accounting 
Principles 
yd presented by ALFRED WM. OLDEHOFF, 


CP Chairman, Committee on Govern- 
mental Accounting, before a special technical 
meeting of this committee ag * rember 27, 1941. 


Democracy is defined as government by 
the people directly or through their duly 
elected representatives. This indicates the 
principal of home rule. Local and inde- 
pendent governmental units were organ- 
ized to give the people in a restricted 
locality control over specific collective ac- 


tivity. This gave rise to the local school 
district, fire district, incorporated village, 
city, town, county, etc. Unfortunately, 


the tendency at present is to consolidate 
and absorb these functions into larger 
units with the result that direct control is 
being replaced by indirect control or no 
control at all. 

The existence of each municipal unit 
requires complete accounting for its funds 
and expenditures. Governmental account- 
ing is a comparatively simple branch of 
our field. It must be, if we consider that 
thousands of people engaged in keeping 
the records of governmental units never 
even took a bookkeeping course in high 
school. It is, however, an important sub- 
ject, if we consider the enormous amount 
of funds handled by public institutions. 

The general accounting system should 
be on a double-entry basis with a general 
ledger in which all financial transactions 
are recorded in detail or in summary and 
additional subsidiary records should be 
kept where necessary. These accounts 
should be centralized under the direction 
of one officer and he should be responsible 
for keeping or supervising all accounts 
and for preparing and issuing all financial 
reports. 

An essential in municipal accounting is 
the fund which signifies a sum of money, 
or other resources, collected from either 
miscellaneous sources (termed general 
funds); from the sale of financial obliga- 
tions (termed capital funds); from assess- 
ments against property (termed special 
funds), etc. These funds provide the 


1942 


to be considered as a statement of the New York State 


means to meet expenditures for specified 
activities or objects. The accounts should 
be classified in balanced fund groups. The 
group for each fund should include all 
accounts necessary to set forth its opera- 
tion and condition. 

A recommended classification of funds 
includes (1) general, (2) special revenue, 
(3) working capital, (4) special assess- 
ment, (5) bond, (6) sinking, (7) trust and 
agency, and (8) utility. Other funds may 
be established where specific activities 
require separate accounting. 

Standardization of terminology and 
classification is essential in good munici- 
pal accounting. These should be used 
consistently in the preparation of the 
budget, establishment of the accounts, and 
the preparation of the financial reports. 

Within each fund, a clear segregation 
should be made between accounts relating 
to current assets, current liabilities, and 
current operations, and those accounts 
relating to fixed assets and fixed liabilities. 


Those asset accounts representing per- 
manent property not available to meet 
expenditures or obligations, should be 


separated from other fund assets and the 
corresponding equity not included in the 
current surplus of any fund. 

Another essential in municipal account- 
ing is the estimate of receipts and expendi- 
tures for the ensuing fiscal year or the 
budget. This budget acts as a financial 
program of the governmental unit for the 
future fiscal period. Therefore, the gen- 
eral accounting system should include 
budgetary control accounts for both rev- 
enue and expenditures. As soon as pur- 
chase orders or contracts are signed, the 
resulting obligations should be entered 
at once as encumbrances of the funds and 
appropriations affected. This suggests the 
use of the accrual basis in accounting for 
revenues and expenditures, although it 
might be well to establish the budget 
estimate on a cash basis. 

Considerable attention is being given to 
cost accounting for municipalities. At 
present, computation of depreciation on 
general municipal fixed assets is omitted 
in the general accounts and reports; how- 
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ever, it is essential that it be considered 
in determining unit costs if a cost account- 
ing system is used, unless cash for replace- 
ments can legally be set aside. 

The accounting for municipal business 
enterprises such as water service, electric 
service, etc., should adopt and follow the 
standard accounting classifications used by 
similar private organizations. This may 
require depreciation provisions and unit 
costs, Colleges, hospitals, libraries, and 
other public institutions should also adopt 
and follow the standard classifications 
recommended by authoritative agencies for 
their type of operation. 

Inventories of both consumable and per- 
manent property should be kept in sub- 
sidiary records similar to those used by 
business organizations under the control 
of accounts maintained in the general ac- 
counting set up. 

Financial reports are tremendously im- 
portant in municipal operation as it is 
through these that democratic control may 
be maintained. It is recommended that 
a general uniformity in the financial re- 
ports of all municipalities of similar size 
and type be encouraged. These reports 
should be prepared monthly or oftener, to 
show the current condition of the budget- 
ary accounts and other data essential to 
successful operation. At least once each 
fiscal year a _ general financial report 
should be prepared and published or other- 
wise be made available for public exam- 
ination. 

It is astonishing to note that the number 
of governmental units which do not take 
advantage of professional accounting ser- 
vices is very large. This is due primarily 
to the lack of appreciation on the part 
of the average taxpayer of the value of 
such services and its effect on maintain- 
ing honest, efficient and economical ad- 
ministration of the funds entrusted to 
public servants. It is enough to say that 
all municipalities should have a_ periodic 
audit by independent certified public ac- 
countants. 


The Need For and Use of Audit 
Programs in Monthly Audits 
Paper presented by Max Brock, C P.A.., 
before a special technical meeting of the 
Committee on Monthly Audits, October 16, 
1941, JosEpH SANDLER, Chairman. 


A monthly audit must be planned with 
the utmost care because, into a period of 
time which rarely seems adequate, there 
must be crammed many diverse tests, 
checks, analyses and other procedures 
Moreover, each audit is patterned individ- 
ually in accordance with the background 
and requirements of the client. 

The monthly audit is a complex opera- 
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tion, involving not only fixed and regular 
procedures but also a considerable number 
of tests, some to be made at regular inter- 
vals, others to be made at irregular inter- 
vals based upon some plan of rotation, 
Many tests, by plan or for other reasons, 
vary in extent within the month and from 
month to month. In addition the audit 
includes procedures of a most. varied 
nature not involving the bookkeeping 
records. It is therefore obvious that a 
monthly audit program, except in unusual 
cases, must be planned in written form 
and its observance should be similarly 
noted. The audit program is not an audit 
manual, and, as has often been stated, i 
is only a guide and reminder which must 
be supplemented by the auditor’s judg- 
ment and ingenuity. 


Advantages of Use of Program: 

The: use of a program makes it possible 
for the auditor to visualize at the outset 
of an engagement just what lies ahead of 
him. To a new man it is a great conveni- 
ence and reduces to a minimum the time 
spent in getting acquainted with the re- 
quirements of the engagement. It may 
also permit, if desired, that a junior start 
an engagement in advance of the senior. 
To the reviewer the program is an impor- 
tant means of checking the adequacy of 
the audit and observing that the variations 
in the procedures are reasonable and 
timely, To the principal it furnishes a 
convenient device, if desired, for inform- 
ing 6 client of the nature and scope of the 
audit, thereby avoiding later misunder- 
standings on this subject, and it may even 
be useful in the adjustment of the annual 
retainer. Should a question of audit re- 
sponsibility or adequacy ever arise, the ex- 
istence of an audit program reflecting 
sound procedures and execution may be 
inva'uable. 


Preliminary Considerations in the 
Formulation of a Program: 

The same factors which shape the pro- 
gram for an annual audit, such as system 
of internal control, system of accounts, 
caliber of personnel, etc. must be taken 
into account in formulating a monthly 
audit program. In addition, there must 
be considered the factors peculiar to the 
monthly audit such as those arising from 
the small size of the period covered, in- 
formation to be submitted to the manage- 
ment for their guidance, the requirements 
of credit grantors for interim reports, and 
other conditions which are generally re- 
coenized and require no listing. 

The preparation of the initial audit pro- 
gram for each audit may be a considerable 
task in the first year of the engagement. 
However, in subsequent years its prepar- 
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ation is largely a copying job except for 
the revisions which are required. The use 
of a master audit program as a guide in 
the preparation of an initial and even sub- 
sequent programs may save considerable 
time and possibly some embarrassment. 
A master audit program is virtually an 
audit manual covering, however, only the 
audit steps common in businesses not ot 
an unusual or technical nature. It will be 
found, no doubt, that a large majority of 
monthly audit programs have many siin- 


ilar steps and procedures. 


Form of the Audit Program: 


In respect to the form of the audit pro- 
gram a great deal of latitude exists and 
a wide variety of forms are now in use. 
Herein the accountant may carry out his 
own ideas in the building up of a form 
that suits him best. Many of the audit 
programs in use are printed forms, either 


of heavy bond paper or thin cardboard, 
and they cover one fiscal year. The 
program may be on a 14” x 18” sheet 
which may be folded in half for use as a 
folder in which related papers may be 
kept, and if additional space is required 


a Hy leaf may be inserted. Even a fourteen 
column work sheet will serve the purpose. 


A part of the program space may be 
devoted to miscellaneous data and_ in- 
structions. Some accountants prefer to 


use the permanent file or a supplementary 
sheet for such data, to avoid congesting 
the audit program or for other reasons. 
In this respect the accountant has wide 
latitude and he may use one or a com- 
bination of these records. 

The audit program may carry some in- 
structions as to its use, and may even 
contain some general comments on audit 
procedure. Obviously, the name of the 
client and the nature of the audit must 
be indicated. Other data which may be 
provided for in the audit program, if not 
elsewhere, is the following: 


Instructions to the auditor covering 
unique phases of the subject audit, client 
contact, and any other situations pecu- 
liar to the engagement. The names of 
the principals may be listed, also im- 
portant office and other personnel, and 
their duties. A list of books and rec- 
ords maintained, banks used, names of 
persons opening mail and receiving cash 
and checks, authorized signatures, and 
other significant comments on internal 
procedure may be included. 

Some description of the nature of the 
business and its products may be desir- 
able, also the locations of factories, 
branch offices, and salesrooms. Refer- 
ence may be made to products sold 
or services rendered, prices and terms, 
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as practical, and to sales and purchase 
discount terms, trade discounts, and 
other noteworthy data bearing on sales 
or service policies. There may also be 
incorporated facts pertaining to stock- 
holder control, absentee ownership, and 
other ownership or managerial condi- 
tions of which the auditor should be 
apprised. 

A section of the program may be 
devoted to a list of tax returns which 
the client must file, with provision for 
recording dates due and dates filed and 
the designation of which returns are to 
be prepared by the client’s organization, 
and which by the accountant. 


The main section of the program should 
consist of blank lines, of a size to fit a 
typewriter, for the listing of the audit 
steps. The liberal use of captions and 
headings referring either to books or to 
subjects, such as cash receipts, sales, pay- 
rolls, accruals, etc. will be found helpful. 
It may also be desirable to intersperse 
instructions and comments amongst the 
audit steps where this will insure com- 
plete understanding of what is to be done. 
Each step and procedure should be stated 
concisely, in the interests of space, yet 
clearly and definitely. Instructions for 
the comptometer operator, where em- 
ployed, may also be incorporated herein. 


Frequency and Extent of Tests: 

The frequency of the tests and checks 
throughout the year, and their extent, 
must be noted on the audit program. This 
an be accomplished very conveniently by 
the use of columns flanking the audit steps, 
or by instructions incorporated into the 
audit steps. Frequency of audit steps may 
be classified as monthly, quarterly or 
other fixed interval, or it may be stated 
at a fixed number of times during the 
year, or otherwise in accordance with 
the requirements. In the interests of brev- 
ity, code letters, such as “M” for monthly, 
may be utilized. Obviously, a key to all 
codes used should appear on the program. 
Procedures that are mandatory or op- 
tional, and the functions of seniors and 


juniors, where fixed, may be so denoted. 
The extent to which a procedure is 
to be carried out may be indicated by 


percentage of the total 
transactions to be checked, for example 
10% of the sales invoices, number of 
pages to be added, specified letters of the 
alphabet to be covered in reviewing cus- 
tomers’ accounts, and by other references 
suitable to the procedure. Thus, as to 
each step in the audit, the auditor will 
be adequately informed on the scope and 
the extent, and he will be cautioned, by 
notes, on unusual or complex situations. 


specifying the 
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Indications of Performance: 

At the right of the audit steps there 
should be twelve month columns con- 
forming to the client’s fiscal year. The 
width of each column is fixed by the 
data to be included therein. These col- 
umns are used for notations that the 
stated procedure has been carried out, by 
whom, and other stipulated data. The 
name, initials or number of the auditor 
inserted in the space for the subject month 
is an indication that the stated step has 
been carried out. The extent of each 
test performed should be noted if it varies 
from that prescribed. If desired, the date 
the operation is performed may also be 
noted. Departures from instructions may 
be explained in a memorandum to be in- 
cluded with the working papers. Where 
the sequence of numbers, such as those 
on sales invoices, is checked, the last 
number might be inserted in a_ space 
therefor in the column of the subject 
month. Each staff member should make 
his own entries on the audit program. 
Where initials or code numbers are used 
by the auditors, space should be provided 
on the program for a key to names. 


Time Budget: 

Some accountants may be interested in 
specifying a fixed time allowance for each 
or some of the steps in the program. This 
can easily be accomplished by the use of 
a column placed before the first month 
column wherein are inserted the time 
allowances. Subsequently, the time con- 
sumed or variations from the fixed time 
would be recorded by the auditor. The 
practicability of this procedure should be 
carefully considered before adoption be- 
cause it has many problems and pitfalls. 


Extra Routine Procedures: 


In addition to the routine monthly audit 
steps, provision may be made in the pro- 
gram for other procedures, the frequency 
and extent of which should also be noted. 
Items in this category include examina- 
tion of the minute book and capital stock 
records, review of contracts, merchandise 


commitments, attorney’s invoices, etc., ex- 
amination of insurance policies, securities, 
notes, etc., review of tax returns prepared 
by client's staff, inspection of plant or 
other physical departments of the business, 
additions to permanent file, internal check 
survey, data to be gathered for the 
monthly report, tax returns, closing of 
books, annual reports, and other uses. 

It may be helpful to have the program 
show the date each monthly audit started 
and ended. If desired, and if space per- 
mits, the program may be utilized as an 
annual time record. 

Separate programs may be prepared for 
the audits of branches, subsidiaries, de- 
partments and other divisions of the 
client’s business. End of the year routine, 
which involves verification of assets and 
liabilities, may be covered by a separate 
audit program or by an appendix to the 
monthly program. Where more than one 
audit program is in existence, each should 
be clearly labelled for easy identification. 
At the close of each year, the audit pro- 
grams may be filed with the annual work- 
ing papers, in the permanent file or other- 
wise as each accountant sees fit. 


Conclusion: 


In conclusion it should be reiterated that 
the use of a written program is an essen- 
tial tool in the performance of a monthly 
audit and that it is a guide and not a 
manual. Whereas the preparation of the 
first program is a considerable task, the 
programs for succeeding years can be pre- 
pared very easily. Revisions in program 
may be made at any time during the year 
as circumstances dictate. All audit steps 
must be clearly described in a concise 
manner, and extents and options must be 
set forth distinctly. Finally, the proper 
execution of the audit steps, the exercise 
of good judgment in allocating the avail- 
able time and in fixing the extents and 
rotation of steps, and even in departing 
from the program where necessary, are 
the distinguishing marks of the able au- 
ditor. 
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for a Practicing Professional 
Accountant 

Accountants Costs and Time 
Records 


Accountants’ Accounts 


\ccountants’ Time Accounts 


Office Organization; System 
of Bookkeeping Suitable for 
Accountants 

Accounts of Professional Men 

Professional Accountants’ 
Accounts 

Office and Accounting System 
for the Accounting Profession 

Simple Costing System for 
an Accountant’s Office 


Office Records 


General Books and Records 
Costing System 

Accounts 

Preparation and Use of Forms 


Study of Accountants’ 
Partnerships (Forms of 
Agreements, etc. ) 
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Barnett, Oswald F. 


Barnett, Oswald F. 


Ashton, F. R. S. 


Reference 
Accountants’ Journal 
June 1937 p. 381-3 
Australian Accountant 
February 1936 p. 40-5 
Accountants’ Journal 
October 1938 p. 120-2 


Hogan, Thomas J. and Outline of Audit Procedure 


Finnen, Malachi A. 
Rainsford, W. Bruce 


Young, David 


Palsey, Robert S. 


Thomson, J. A. M. 


Loveday, R. E. 


De Zouche, R. C. and 
MacKenzie, K.H. 


Brown, H. Hay 


Jenkinson, Mark 
Webster 
Knight, R. J. 


Wright, Walter C. 


Paton, W. A. 


Dolby, Charles M. 
Dolby, Charles M. 
Dolby, Charles M. 
MacDonald, John H. 


A Report of Syracuse 
Chapter— 
Committee on 
Professional 
Practice 


c. 1933 p. 129-43 
Commonwealth Journal of 
Accountancy 
November 1934 p. 72-3 
Canadian Chartered Accountant, 
November 1932 p. 322-8 
American Accountant, 
February 1928 p. 56-9 
3 typewritten pages on file— 
American Institute of 
Accountants Library 


2 pages on file—American Institute 


of Accountants Library 


Journal of Accountancy 
November 1924 p. 348-53 


Accountants’ Magazine 
December 1923 p. 654-8 


Incorporated Accountants’ Journal, 


April 1922 p. 162-7 
London, Gee and Co. 1923 


Accountant, 


March 7, April 4, 1914 p. 332 


484-6 
Accountant, 

September 24, 1910 p. 396-8 
Accountants’ Magazine 

July 1900 p. 396-9 


Accountant, 
March 23, 1907 p. 398-401 


Accountant, 


January 4, 11, 1919 p. 13-6, 27-30 


La Salle Extension University 
1917 21 pages. 
Accountant, ; 
March 2, 1918 p. 192-3 
Accountants’ Handbook 


3, 


Second Edition c 1932 p. 1542-46 


P: 37-48 ] Organization of 
P. 49-65 > Accountant’s Office 
Le 66-72 c 1938 (London) 
Office Management 

c. 1928 p. 183-189 
The New 

Accountant, 
May 1940 p. 474-484 
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Costing for Public 
Accountants’ Fees 


Time Cost and Billing 
Records and Controls 


Office Records 


Filing Department 

Information Files in 
Accountants’ Offices 

Filing in an Accountant’s 
Office 

Filing System for_ 
Accountant’s Office 

Correspondence and Filing 


Organization and Work of 
the Filing Department 
Files of an Accountant 


Problems of Filing in an 
Accountant’s Office 


Typing and Filing Procedures 


New Binder for Handling 
and Filing Work Papers 


Indexing and Filing 
Working Papers 


Typing and Report Department 
Accountant’s Typist 

Accountants’ Report Procedure 
Carbon Paper 

Organization and Work of the 


Stenographic Department 


Organization and Operation of 
the Typing Department 


Author 
Ashton, F. R. S. 


Chan, Stephen 


Paton, W. A. 


Margulies, William 


Weeks, Bertha M. 


Dolby, Charles M. 


MacDonald, John H. 


Hudders, E. R. 
Caffyn, Harold R. 


Priester, Gertrude 


Peloubet, Maurice E. 


Gluick, Lewis 


Powell, Weldon 


MacDonald, John H. 


Dykes, H. Ashlin 


Staff Training and Personnel Problems 


The New Junior—Atmosphere of 
the Public Accountant’s Office 


Organization of Staff 


Temporary Staff Organization 
and Policy 
Staff Training 


Staff Training 
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Bacas, Paul E. 
and Others 


Douglas, Thornton G. 


Strain, Myron M. 
Conway, Edmund J. 


Gracey, Robert D. 


Reference 

Irish Accountant and Secretary 

October 1940, p. 149-50 
The New York Certified Public 

Accountant, 

November 1940 p. 97-101 
Accountants’ Handbook, 

1938 Edition p. 1542-1545 


Certified Public Accountant 
February 1936 p. 93-6 
How to File and Index 
c 1937 p. 223-8 
Accountant, 
February 9, 1929 p. 187-8 
Organization of Accountant’s Office 
c 1938 (London) p. 23-26 
Office Management 
c 1928 p. 76-95 
Indexing and Filing 
c 1919 p. 258-277 
American Institute of Accountants 
—Annual Meeting 1940 p. 151-9 
The New York Certified Public 
Accountant, 
November 1940 p. 93-96 
Gregg Publishing Company 
(In American Institute of Account- 
ants, Briefs on Business Method, 
Machines and Management, 1940 
p. 27) 
Audit Working Papers, 
1937 Edition p. 361-373 


Certified Public Accountant 
January 1928 p. 9-11, 19 
Pathfinder Service Bulletin 
Number 129—September 1939 
Pathfinder Service Bulletin 
Number 125 p. 7 May 1939 
Office Management 
c 1928 p. 96-107 
American Institute of Accountants 
—Annual Meeting 1940 p. 160-2 


Auditing Procedure, 
c 1937 p. 26-41 

P. 181-83) Papers on Auditing 
Procedure and Other 
Accounting Subjects— 

American Institute of 
Accountants-1939 

Journal of Accountancy 
February 1938 p. 119-26 

Address at the fifth international 
congress on accounting, Berlin, 
September 1938 10 typewritten 
pages 


P. 184-7 
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Title Author 
Jobs and Juniors Knopp, Russell 


Training the Beginner in McGladrey, I. B. 
Public Accounting 

Resolutions Adopted by 
Staff Accountants 


Spreading the Peak 


Problems and Responsibilities Scovill, H. T. 
of the Junior Accountant 

Staff Training 

Staff Training Editorial 


Development in Accountancy Strachan, William 


Training and Practice 
Staff Training and Staff 
Organization, Including the 
Etiquette of the Profession 
Profitable Employment of 
Idle Time 
Training and Supervising 
Staff Accountants 


Keens, Thomas 


McLaren, Norman 
Noyall 
Marvin, J. Arthur 


Change of Personnel Often Editorial 
Desirable 
Some Aspects of the Training 


of Junior Accountants 


Accountancy Training Davies, Ivor 
Experiment in Choice of 

Staff Assistants 
Training of the Staff and Godfrey, Roy F. 
Educational Programs 


Staff Training and Personnel Problems 
Organization of the Senior’s Hayward, N. Cary 
Engagements in the Busy 
Season 
Study of Public Accounting 
Personnel from the Viewpoint 
of Professional Advancement 


Staff Manual 
Application of Employment 


Personnel Problems of 
Accountancy Practice 


Sick Leaves 


Staff Manual as of June 1, 1925 
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Sargent, Douglas A. 


Reference 
Accounting Review, 
December 1939 p. 391-6 
Certified Public Accountant 
February 1937 p. 2-6 
Certified Public Accountant 
July 1939 p. 16-7 
Journal of Accountancy 
December 1936 p. 454-9 


Accounting Forum 
March 1939 p. 7-11 
Certified Public Accountant 
September 1937 p. 1 
Accountants’ Journal 
January 1939 p. 199-200 
Incorporated Accountants’ Journal, 
May 1938 p. 275-8 
Incorporated Accountants’ Journal, 
August 1934 p. 409-10 


Journal of Accountancy 
December 1932 p. 433-47 
Certified Public Accountant 
January 1933 p. 10-3, Discussion, 
p. 13-14. 
Journal of Accountancy 
June 1928 p. 448-52 
Bulletin of the New York State 
Society of Certified Public 
Accountants, 
April 1931 p. 35-8 
Accountants’ Journal 
February 1931 p. 722-5 
Bulletin of the American Institute 
of Accountants 
November 15, 1928 p. 5-9 
Certified Public Accountant 
August 1930 p. 233-4 


L. R. B. & M. Journal 
May 1930 p. 9-12 


Accounting Review 
September 1931 p. 218-29 


December 1, 1929, 12 typewritten 
pages. On file—American Insti- 
tute of Accountants Library 

4 pages. On file—American Insti- 
tute of Accountants Library 

American Accountant 
March 1927, p. 9-10, 54-5 

Special Bulletin No. 27—American 

Institute of Accountants, 
May 1926 p. 2 

12 typewritten pages on file— 
American Institute of Account- 
ants Library 
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Title 
Accountancy Salaries and 
Costing 
Aptitude Tests for Staff 
Accountants 


Help Wanted—Accountants 


Staff Arrangements and 
Training 

Selection of Office Employees 

Payment of Office Employees 

Investment in Juniors 


Staff Selections and Training 
; 


What Should the Profession 
Do for the Student? 


Concentration of Accounting 
Work 

Some Personnel Problems 

Rotation of Accountants 

Staff Welfare 

Training School for New 
Juniors—A New Venture 


Selection and Training of Junior 
Accountants 


Duties of the Junior Accountant 


Training of Young Accountants 


What Should the Profession Do 
for the Student 


Staff Training 


Combining Practical Experience 
with Education 

What Is a Working Day 

Working Day 

Some of the Factors Governing 
Staff Advancement 

Staff Training Methods from the 


Viewpoint of the Larger 
Practitioner 
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Author 


Knittel, Roger F. 
Dolby, Charles M. 


MacDonald, John H. 
MacDonald, John H. 


Ankers, Raymond G. 


Ankers, Raymond G. 


Baerncopf, Jos. B. 


Editorial 

Klagstad, Harold L. 
Knopp, Russell 
Markham, J. J. 
Montgomery, K. M. 


Sheppard, C. C. 


Nn 


Arthur, John F. 
Baerncopf, J. B. 


Baerncopf, J. B. 


Editorial 


Taylor, Jacob B. 


Editorial 


Gibson, Walter B. 


Ankers, Raymond G. 


Reference 

Accountant 
September 30, 1922 

Round Table. American Institute 
of Accountants. Fiftieth Anni- 
versary Celebration 1937 p. 389- 
414 

Accounting Review, 
June 1939 p. 158-62 

Organization of Accountant’s Office 
c 1938 (London) p. 73-88 

P. 219-35 | Office Management 

P. 241-254) cc 1928 

Accounting Forum, 
p. 12-18 

(Excerpt) Journal of Accountancy 
June 1941 p. 549 

The New York Certified Public 
Accountant, November 1940 
p. 89-92 

Indiana Certified Public Account- 
ant, June 1941 p. 7 and 8 

(Extract) Journal of Accountancy, 
July 1941 p. 33 

Canadian Chartered Accountant, 
June 1941 p. 372-3 

American Institute of Accountants 
—Annual Meeting—1940 p. 163-7 

Accounting Forum, January 1940 
p. 26-28 

Federal Accountant, November 1940 
». 527-9 

Andersen, Chronicle, October 1940 
p. 21-23 


p. 447 


April 1941 


Address before Pittsburgh Chapter, 
Pennsylvania Institute of Certified 
Public Accountants, November 
1937—7 typewritten pages 

Texas Accountant, May 1941 p. 3-7 

Pp aper Presented at Accounting 
Clinic—Sponsored by Indiana As- 
sociation of Certified Public Ac- 
countants and Butler University— 
May 12, 1939—12 typewritten pp. 

Indiana Certified Public Accountant, 
June 1941 p.7 and 8 

(Extract) Journal of Accountancy, 
July 1941 p. 33 

Journal of Accountancy, 
1941 p. 100-1 

American Institute of Accountants 
—Annual Meeting 1940 p. 91-94 


February 


Journal of Accountancy, January 
1940 p. 46 
Journal of Accountancy, July 1940 


p. 7 and 8 

L. R. B. & M. Journal, May 1928 
p. 1-3 

Papers Presented at Annual meet- 
ing of American Institute of Ac- 
countants 1941 p. 175-80 


April 
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Title 
Staff Training Methods 


Accountants and the Wage and 
Hour Law 


Classification of Accountancy Ser 


Classification of Accountancy 
Services 


The Auspices of Accountancy 
Services 

Classification of Accountancy 
Services 


Explanation of the Services of the 
Certified Public Accountant— 
Classification of Audits and 
Miscellaneous Services 

Classification of Accountancy 
Services 


Tentative Classification of 
Accountancy Services 


Classification of Accountancy 
Services 

Tentative Classification of 
Accountancy Services 


Tentative Classification of 
Accountancy Services 


Classification of Accountancy 
services 

Classification of Accountancy 
Services 

Classification of Accountancy 
Services 


Classification 


Classification and Appropriate 
Certificates 

Accountancy Service; A Manual 
for Practitioners, Their Clients 
and Interested Third Parties 

Classification of Accountants’ 
Services 


Classification of Accountants’ 
services 
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Author 
Tilly, Virgil S. 


Gordon, Spencer 


vices 


Jeal, E. F. 


Gates, Harold T. 


Goldberg, Louis S. 


Hogan, Thomas J. 
and Finnen, 
Malachi A. 

Madden, John T. 


Warren, Robert E. 


Reference 

P. aint Papers Presented at An- 
nual Meeting of 

Er mead | American Institute of 
Accountants 1941 


Supplement to the Bulletin of the 
District of Columbia, Institute of 
Certified Public Accountants, Vol- 
ume 2, Number 1, 4 pages 


Accountant, April 10, 1937 p. 523-4 


Report of the Committee, to Con- 
necticut Society of Certified Pub- 
lic Accountants (April 1934) 4 
typewritten pages. On file— 
American Institute of Account- 
ants Library 

Management Methods, May 1932 
p. 282-3, 317-9 


2 typewritten pages on file—Amer- 
ican Institute of Accountants 
Library 

Outline of Audit Procedure c 1933 
p. 101-8 


Certified Public Accountant, Sep- 
tember 1932 p. 526-7 

Bulletin, New York State Society 
of Certified Public Accountants, 
January 12, 1933 7 pages 

Report of Committee, Society of 
Certified Public Accountants of 
The State of New Jersey, May 20, 
1932 8 pages 

Virginia Society of Public Account- 
ants, November 1, 1931 8 pages 

Certified Public Accountant 
January 1932 p. 18-23 

American Society of Certified Pub- 
lic Accountants, Washington, D. 
C., 1931 4 pages 

Haskins and Sells Bulletin, October 
1931 p. 4-6 

Haskins and Sells Bulletin, July 
1931 p.4-5 

Iowa Society of Certified Public 
Accountants, Des Moines, Iowa 
(1928) 

3ulletin of the Maryland Associa- 
tion of Certified Public Account- 
ants, July 1930 

Report of the Committee, Oklahoma 
Society of Certified Public Ac- 
countants, 9 typewritten pages. 
On file—American Institute of 
Accountants Library 
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Title Author Reference 
What are Accountancy Services Springer, D. W. System, September 1931 p. 170 
Classification and Certification of Wildman, John R. Certified Public Accountant, No- 
Accountancy Services vember 1931 p. 332-5 
Classification of Accountancy Wildman, John R. Accounting Review, June 1928 
Services p. 124-30 
Service Classification Wildman, John R. Haskins and Sells (1928) 5 type- 


written pages. On file—American 

Institute of Accountants Library 

Classification of Accountancy Wolfe, Morley S. New York State Society of Certi- 

Services fied Public Accountants, October 
14, 1931, 9 typewritten pages 


Work-Papers and Miscellaneous Topics 


Clinic in Accounting Practice Dorgan, Vincent J. Certified Public Accountant 
and others June 1937 p. 2-14 
Future of Professional Nissley, Warren W. Journal of Accountancy 
Accountancy Febuary 1937 p. 107-114 
Accounting Practice in England Caffyn, Harold R. Journal of Accountancy 
and America November 1930 p. 346-57 
Expansion of Clientele Gibson, Walter B. L. R. B. & M. Journa! 
November 1928 p. 6-7, 19 
Accountant and His Client Woolley, Fred Incorporated Accountants’ Journal, 
July 1924 p. 270-1 
Accountants’ Fees — Accounting, Commerce and Insur- 
ance, July 1922 p. 109 
Ratio of Outstanding Accounts — 1 page—On file—American Insti- 
Including Work in Progress, tute of Accountants Library 


to Total Annual Fees, for Pub- 
lic Accountants 


Reports and Working Papers Accounting Journal of Accountancy 
(Their Retention) Questions July 1930 p. 71 

Duty to Preserve Accounting Greeley, Horace Journal of Accountancy 
Records Dudley October 1938 p. 269-70 

Working Papers—Retention of — Summary of Replies from 19 Ac- 
Accountants’ Working Papers counting Firms, January 1939. On 


file—American Institute of Ac- 
countants Library 


Personal and Professional Rice, Silas P. Pathfinder Service Bulletin 
Accounting Number 113—May 1938 
Personal Accounting Johnson, Alva M. Pathfinder Service Bulletin 
Number 3—March 1929 
The Accountants’ Working Paper — Pathfinder Service Bulletin 
Number 91—July 1936 
The Machine in Accountancy Dolby, Charles M. Organization of Accountant’s Office 


c 1938 (London) p. 101-9 
Organization and Work of the MacDonald, JohnH. Office Management c 1928 


General Service Units p. 108-123 
Office Review of Field Stover, Harry L. American Institute of Accountants 
Procedure Annual Meeting 1940 p. 148-50 
Organization of Audit Working Neuwirth, Benjamin Journal of Accountancy, 
Papers February 1941 p. 123-132 
Supervision of Accountants’ Chan, Stephen Canadian Chartered Accountant 
Reports April 1939 
oe of begging —_ Rennie, James A. P. 166-69 pe ee 
sewpoint of Moderate size Accountants Annual 
Accounting Firm _ Meeting 1941 
Partner’s Review of Working Short, Frank G. P.170-75J) ~ 
Papers 
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MPETUS ON PRODUCTION 


Get it done ... and faster . . . is the watch- 
word today, whether building a plane or pre- 
paring an operating report. 

That’s why McBee Keysort should be applied 
to all sorting and analysis problems — Time- 
keeping and Payroll, Costs, Production Con- 
trol, Personnel Statistics, Purchase and Inven- 
tory Analyses. 

A thousand cards a day or a million, it’s all 
the same with Keysort. No trained operators 
required — anyone in the office can make a 
minimum of 60,000 sorts an hour. 

No drastic change in office methods; no invest- 
ment in costly machines or equipment. Key- 
sort expands or contracts as needed, and the 
Keysort cards, being the original records, are 
always usable media. Ask the McBee repre- 
sentative. 


The McBee Company 
General Offices: Athens, Ohio 
Sales Offices in Principal Cities 
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Take a letter to all Executives, Miss Bell. “Your typewriters, 
because of the present emergency, have become more 
valuable than ever. [know your typists do their best to 
keep them efficient by proper cleaning. But the best 
possible conservation measure is to take advantage of 
the Underwood Maintenance Agreement, which pro- 
vides for regular inspection of your machines.” Ask 
us for details. 
“For want of a nail, the shoe was lost” 


He’s in the Army now! Better take good care of thy 
Sundstrand Payroll Machine, honey! It takes Unc! 
Sam’s approval to get you a new one. Rememby 
this one thing. There is some one in the Unde 
wood Maintenance Department always at the oth: 
end of the phone. 


“Never put off ’til tomorrow... 


” 





Back Them Up. 


Take care of your Office Machines 








What does this add up to? Calling for Underwood Main- 
tenance Service in time adds up to a heap of good 
sense. Today, Underwood Sundstrand Adding-Figur- 
ing Machines must last longer. A Maintenance Agree- 
ment will keep them in tip-top condition. Instruct your 
staff to call Underwood Service when your machines 
give less than their usual efficient performance. 
“A stitch in time saves nine” 


so they can have more War Machines 


.. . Underwood Can Help! 








Supplies, too, belong in your Conservation program. Did yo 
ever think of how important they are at a time lik: 
this? For instance, you want ribbons and carbo: 
papers that give the clearest possible reproduction 
with longest possible wear. The answer is Underwoo! 
Elliott Fisher Supplies. Who else should you turnt 
for such supplies, but the maker of the machine 
themselves? 








Underwood Elliott Fisher x Helps Speed the Nation's Victory! 


Underwood Elliott Fisher Company One Park Avenue, New York, N. Y. Nationwide Service 


*& Invest in America! Buy Defense Bonds and Stamps Copyright 1942, Underwood Elliott Fisher Compa} 











WITH YOUR AID WE SHALL BE 
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in the fight against 
Nid you 
“ ik @ Enlist in your local unit of the Women’s Field Army 


carbo 
luctior 
>TWo0 


today. Buy package labels. You can help spread the 
knowledge that CANCER CAN BE CURED. 


‘urn { 
chines 


@ If you live in the Metropolitan Area, address the 
New York City Cancer Committee, 130 East 66th 
Street. Package labels and the Quarterly Review will 


be sent you for your dollar. 








AMERICAN SOCIETY FOR THE CONTROL OF CANCER 


New York, New York 
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